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Type of Capital Ratios (1)
Weighted 
Cost Rate

Long-Term Debt 47.53% 6.15% (1) 2.92%
Common Equity 52.47% 11.10% (2) 5.82%

Total 100.00% 8.74%

Notes:
(1)

(2)

Sometimes Company-Provided, sometimes developed in a 
Schedule.

Based upon informed judgment from the entire study, the 
principal results of which are summarized on page 2.

United Water Rhode Island, Inc.
Summary of Cost of Capital and Fair Rate of Return

Based upon the Estimated Capital Structure at March 31, 2011

Cost Rate

Exhibit No.__ 
Schedule PMA-1 
Page 1 of 2



No. Principal Methods

1. Discounted Cash Flow Model (DCF) (1) 9.81            %

2. Risk Premium Model (RPM) (2) 10.61

3. Capital Asset Pricing Model (CAPM) (3) 10.26

4. Comparable Earnings Model (CEM) (4) 14.50

5.
Indicated Common Equity Cost Rate before Adjustment 
for Business Risks 10.75 %

6. Financial Risk Adjustment (5) (0.21)

8. Business Risk Adjustment Due to Small Size (6) 0.55

9. Indicated Common Equity Cost Rate 11.09         %

10. Recommended Common Equity Cost Rate 11.10          %

 Notes:  (1) From Schedule PMA-7.
(2) From page 1 of Schedule PMA-9.
(3) From page 1 of Schedule PMA-10.
(4)
(5)

(6)

Proxy Group of 
Eight Water 
Companies

United Water Rhode Island, Inc.
Brief Summary of Common Equity Cost Rate

From page 2 of Schedule PMA-12.

Business risk adjustment to reflect 's greater business risk due to its small size 
relative to the proxy group as detailed in Ms. Ahern's accompanying direct 
testimony.

Financial risk adjustment to reflect the less risky capital structure employed by 
UWRI relative to the proxy group as detailed in Ms. Ahern's accompanying direct 
testimony.
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Average
Average Operating Capital Capital Intensity
Net Plant Revenue Intensity of UWRI

($ mill) ($ mill) ($) v. Other Industries
( times )

United Water Rhode Island, Inc. 14.85$                 2.91$                   5.10$                   - -
Water Industry Average 1,844.30$            482.13$               3.83$                   133.16%
Electric Industry Average 11,842.72$          5,632.21$            2.10$                   242.86%
Combination Elec. & Gas Industry Average 10,560.09$          6,201.97$            1.70$                   300.00%
Gas Distribution Average 29,105.65$          24,236.06$          1.20$                   425.00%

Notes:
           Capital Intensity is equal to Net Plant divided by Total Operating Revenue.

Source of Information:
EDGAR Online's I-Metrix Database 

     Company Annual Forms 10-K

     AUS Utility Reports - April 2011
         Published By AUS Consultants

United Water Rhode Island, Inc.
2010 Capital Intensity of United Water Rhode Island and
AUS Utility Reports Utility Companies Industry Averages
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Depreciation Average Total
Depletion Gross Plant Depreciation Depreciation Rate

& Amort. Expense Less CWIP Rate of UWRI
($ mill) ($ mill) (%) v. Other Industries

( times )
United Water Rhode Island, Inc. 0.41$                       20.03$                     2.1% - -
Water Industry Average 61.69$                     2,028.31$                3.0% 70.00%
Electric Industry Average 581.88$                   14,344.68$              4.1% 51.22%
Combination Elec. & Gas Industry Average 541.94$                   14,532.61$              3.7% 56.76%
LDC Gas Distribution Industry Average 139.87$                   4,271.77$                3.3% 63.64%

Notes:
           Effective Depreciation Rate is equal to Depreciation, Depletion and Amortization Expense divided by
                average beginning and ending year's Gross Plant minus Construction Work in Progress.

Source of Information:
     EDGAR Online's I-Metrix Database
     Company Annual Forms 10-K

AUS Utility Report - April 2011
Published by AUS Consultants

United Water Rhode Island, Inc.
2010 Depreciation Rate of United Water Rhode Island and
AUS Utility Reports Utility Companies Industry Averages
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2010 2009 2008 2007 2006
(MILLIONS OF DOLLARS)   

CAPITALIZATION STATISTICS

AMOUNT OF CAPITAL EMPLOYED
     TOTAL PERMANENT CAPITAL $1,901.851 $1,821.345 $1,704.698 $1,733.988 $587.348
     SHORT-TERM DEBT $56.420 $31.879 $92.081 $41.918 $24.914
          TOTAL CAPITAL EMPLOYED $1,958.271 $1,853.224 $1,796.779 $1,775.906 $612.262

INDICATED AVERAGE CAPITAL COST RATES  (2)
     TOTAL DEBT 5.37            % 5.31            % 5.56            % 5.95            % 6.31            %
     PREFERRED STOCK 3.96            3.96            4.51            3.46            4.07            

CAPITAL STRUCTURE RATIOS
     BASED ON TOTAL PERMANENT CAPITAL:
          LONG-TERM DEBT 50.74 % 50.39 % 49.44 % 49.20 % 47.10 % 49.37 %
          PREFERRED STOCK 0.21 0.24 0.25 0.35 0.58 0.33
          COMMON EQUITY 49.05 49.37 50.31 50.45 52.32 50.30
               TOTAL 100.00 % 100.00 % 100.00 % 100.00 % 100.00 % 100.00 %

     BASED ON TOTAL CAPITAL:
          TOTAL DEBT, INCLUDING SHORT-TERM 52.82 % 52.57 % 52.46 % 50.44 % 48.50 % 51.36 %
          PREFERRED STOCK 0.20 0.21 0.24 0.34 0.57 0.31
          COMMON EQUITY 46.98 47.22 47.30 49.22 50.93 48.33
               TOTAL 100.00 % 100.00 % 100.00 % 100.00 % 100.00 % 100.00 %

FINANCIAL STATISTICS

FINANCIAL RATIOS - MARKET BASED
     EARNINGS / PRICE RATIO 5.27 % 3.39 % 1.90 % 4.22 % 4.60 % 3.88 %
     MARKET / AVERAGE BOOK RATIO 176.11 164.50 173.52 220.93 227.50 192.51
     DIVIDEND YIELD 3.50 3.83 3.40 3.15 3.19 3.41
     DIVIDEND PAYOUT RATIO 65.69 58.58 62.15 71.98 72.29 66.14

RATE OF RETURN ON AVERAGE BOOK COMMON EQUITY 9.09 % 6.84 % 6.26 % 6.99 % 10.17 % 7.87 %

TOTAL DEBT / EBITDA (3) 4.54 X 5.48 X 10.12 X 5.77 X 4.31 X 6.04 X

FUNDS FROM OPERATIONS / TOTAL DEBT (4) 17.55 % 16.68 % 16.76 % 15.17 % 17.88 % 16.81 %

TOTAL DEBT / TOTAL CAPITAL 52.82 % 52.57 % 52.46 % 50.44 % 48.50 % 51.36 %

Notes:
(1)

(2)

(3)

Source of Information: I-Metrix Database
Company SEC Form 10-K

All capitalization and financial statistics for the group are the arithmetic average of the achieved results for 
each individual company in the group, and are based upon financial statements as originally reported in 
each year.  

Computed by relating actual total debt interest or preferred stock dividends booked to average of 
beginning and ending total debt or preferred stock reported to be outstanding.  

Total debt as a percentage of EBITDA (Earnings before Interest, Income Taxes, Depreciation and 
Amortization).

Proxy Group of Eight Water Companies
CAPITALIZATION AND FINANCIAL STATISTICS  (1)

2006 - 2010, Inclusive

5 YEAR
AVERAGE
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Capital Structure Based upon Total Permanent Capital for the

Proxy Group of Eight Water Companies

2006 - 2010, Inclusive

5 YEAR

2010 2009 2008 2007 2006 AVERAGE

American States Water Co. 

Long-Term Debt 44.30 % 46.95 % 46.25 % 46.99 % 48.61 % 46.62 %

Preferred Stock 0.00 0.00 0.00 0.00 0.00 0.00

Common Equity 55.70 53.05 53.75 53.01 51.39 53.38
     Total Capital 100.00 % 100.00 % 100.00 % 100.00 % 100.00 % 100.00 %

American Water Works Co., 
Inc. 

Long-Term Debt 56.73 % 57.00 % 53.75 % 51.07 % N/A % 54.63 %

Preferred Stock 0.29 0.30 0.32 0.31 N/A 0.31

Common Equity 42.98 42.69 45.93 48.62 N/A 45.06
     Total Capital 100.00 % 99.99 % 100.00 % 100.00 % N/A % 100.00 %

Aqua America, Inc.

Long-Term Debt 57.05 % 56.59 % 54.21 % 55.88 % 51.55 % 55.06 %

Preferred Stock 0.02 0.02 0.09 0.09 0.10 0.06

Common Equity 42.93 43.39 45.70 44.03 48.35 44.88
     Total Capital 100.00 % 100.00 % 100.00 % 100.00 % 100.00 % 100.00 %

California Water Service 
Group 

Long-Term Debt 52.51 % 47.93 % 41.88 % 42.86 % 43.47 % 45.73 %

Preferred Stock 0.00 0.00 0.00 0.51 0.51 0.20

Common Equity 47.49 52.07 58.12 56.63 56.02 54.07
     Total Capital 100.00 % 100.00 % 100.00 % 100.00 % 100.00 % 100.00 %

Connecticut Water Service, 
Inc. 

Long-Term Debt 49.32 % 50.59 % 46.94 % 47.76 % 44.42 % 47.81 %

Preferred Stock 0.34 0.35 0.39 0.44 0.49 0.40

Common Equity 50.34 49.06 52.67 51.80 55.09 51.79
     Total Capital 100.00 % 100.00 % 100.00 % 100.00 % 100.00 % 100.00 %

Middlesex Water Company

Long-Term Debt 43.91 % 47.35 % 49.10 % 49.48 % 48.78 % 47.72 %

Preferred Stock 1.07 1.24 1.22 1.46 2.95 1.59

Common Equity 55.02 51.41 49.68 49.06 48.27 50.69
     Total Capital 100.00 % 100.00 % 100.00 % 100.00 % 100.00 % 100.00 %

SJW Corporation 

Long-Term Debt 53.79 % 49.52 % 48.10 % 48.36 % 44.05 % 48.76 %

Preferred Stock 0.00 0.00 0.00 0.01 0.01 0.00

Common Equity 46.21 50.48 51.90 51.63 55.94 51.24
     Total Capital 100.00 % 100.00 % 100.00 % 100.00 % 100.00 % 100.00 %

York Water Company

Long-Term Debt 48.28 % 47.16 % 55.31 % 51.17 % 48.82 % 50.15 %

Preferred Stock 0.00 0.00 0.00 0.00 0.00 0.00

Common Equity 51.72 52.84 44.69 48.83 51.18 49.85
     Total Capital 100.00 % 100.00 % 100.00 % 100.00 % 100.00 % 100.00 %

Proxy Group of Eight Water 
Companies

Long-Term Debt 50.74 % 50.39 % 49.44 % 49.20 % 47.10 % 49.37 %

Preferred Stock 0.21 0.24 0.25 0.35 0.58 0.33

Common Equity 49.05 49.37 50.31 50.46 52.31 50.30
     Total Capital 100.00 % 100.00 % 100.00 % 100.01 % 99.99 % 100.00 %

Source of Information

     EDGAR Online's I-Metrix Database

     Annual Forms 10-K
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United Water Rhode Island, Inc.
Indicated Common Equity Cost Rate Through Use of the

Single Stage Discounted Cash Flow Model for
the Proxy Group of Eight Water Companies

Based upon Projected Growth in EPS

1 2 3 4 5

Average 
Dividend 
Yield (1)

Dividend 
Growth 

Component 
(2)

Adjusted 
Dividend 
Yield (3)

Growth Rate 
(4)

Indicated 
Common 

Equity Cost 
Rate (5)

Proxy Group of Eight Water 
Companies
American States Water Co. 3.06    % 0.11       % 3.17    % 7.13      % 10.30   %
American Water Works Co., Inc. 3.28    0.17       3.45    10.47    13.92   
Aqua America, Inc. 2.71    0.09       2.80    6.99      9.79     
California Water Service Group 3.40    0.11       3.51    6.31      9.82     
Connecticut Water Service, Inc. 3.70    0.08       3.78    4.17      7.95     
Middlesex Water Company 4.03    0.06       4.09    3.00      7.09     
SJW Corporation 2.86    0.20       3.06    14.00    17.06   
York Water Company 3.13    0.09       3.22    6.00      9.22     

Average 10.64   %

Median 9.81     %

Notes: (1)

(2)

(3) Column 1 + Column 2
(4) From page 2 of this Schedule.
(5) Column 3 + Column 4

This reflects a growth rate component equal to one-half the conclusion of growth rate (from 
page 2 of this Schedule) x Column 1 to reflect the periodic payment of dividends (Gordon 
Model) as opposed to the continuous payment.  Thus, for American States Water Co. , 
3.06% x ( 1/2 x 7.13% ) = 0.11%.

Indicated dividend at 4/4/2011 divided by the average closing price of the last 60 trading 
days ending 4/1/2011 for each company.
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United Water Rhode Island, Inc.
Projected Growth

1 2 3

Value Line 
Projected Five 
Year Growth in 

EPS

Reuters Mean Consensus 
Projected Five Year Growth 

Rate in EPS

Zack's Five 
Year 

Projected 
Growth Rate 

in EPS

Average 
Projected 
Five Year 

Growth Rate 
in EPS (2)

No. of
Est.

Proxy Group of Eight Water 
Companies
American States Water Co. 9.00 % 6.00        % [2] 7.50        % 6.00 % 7.13 %
American Water Works Co., Inc. NMF 11.24      [8] 8.50        11.68 10.47
Aqua America, Inc. 7.50 7.20        [5] 6.50        6.75 6.99
California Water Service Group 7.00 6.00        [3] 4.00        8.25 6.31
Connecticut Water Service, Inc. NA 5.50        [2] 4.00        3.00 4.17
Middlesex Water Company NA (1.00)       [2] 3.00        3.00 3.00 (3)
SJW Corporation NA NA NA 14.00 14.00
York Water Company NA 6.00        [2] 6.00        6.00 6.00

Average 7.26 %

Median 6.65 %

NA= Not Available
NMF= Not Meaningful Figure

(1) As shown on pages 3 through 10 of this Schedule.
(2) Average of Columns 1 through 4.

(3) Excluding negative growth rates.

Source of Information: Value Line Investment Survey:
www.reuters.com Downloaded on 4/4/11
www.zacks.com Downloaded on 4/4/11
www.yahoo.com Downloaded on 4/4/11

Yahoo! 
Finance 

Projected Five 
Year Growth in 

EPS

4
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96
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16
12

3-for-2

Percent
shares
traded

12
8
4

Target Price Range
2013 2014 2015

AMER. STATES WATER NYSE-AWR 34.90 13.4 20.3
22.0 0.80 3.0%

TIMELINESS 3 Raised 11/19/10

SAFETY 3 New 2/4/00

TECHNICAL 3 Lowered 1/7/11
BETA .80 (1.00 = Market)

2013-15 PROJECTIONS
Ann’l Total

Price Gain Return
High 60 (+70%) 17%
Low 40 (+15%) 6%
Insider Decisions

F M A M J J A S O
to Buy 0 0 0 0 0 0 2 0 0
Options 0 0 1 1 0 0 0 0 1
to Sell 0 0 1 1 0 0 0 1 1
Institutional Decisions

1Q2010 2Q2010 3Q2010
to Buy 37 46 53
to Sell 55 55 47
Hld’s(000) 8867 10863 11195

High: 26.5 25.3 26.4 29.0 29.0 26.8 34.6 43.8 46.1 42.0 38.8 39.6
Low: 14.8 16.7 19.0 20.3 21.6 20.8 24.3 30.3 33.6 27.0 29.8 31.2

% TOT. RETURN 12/10
THIS VL ARITH.

STOCK INDEX
1 yr. 0.3 26.8
3 yr. -0.2 27.6
5 yr. 28.2 49.5

CAPITAL STRUCTURE as of 9/30/10
Total Debt $357.5 mill. Due in 5 Yrs $64.0 mill.
LT Debt $299.9 mill. LT Interest $22.0 mill.
(LT interest earned: 6.1x: total interest
coverage: 5.1x) (45% of Cap’l)

Leases, Uncapitalized: Annual rentals $3.2 mill.

Pension Assets-12/09 $74.0 mill.
Oblig. $103.1 mill.

Pfd Stock None.

Common Stock 18,620,355 shs.
as of 11/3/10
MARKET CAP: $650 million (Small Cap)
CURRENT POSITION 2008 2009 9/30/10

($MILL.)
Cash Assets 7.3 1.7 7.7
Other 83.3 94.3 189.0
Current Assets 90.6 96.0 196.7
Accts Payable 36.6 33.9 43.4
Debt Due 75.3 18.1 57.6
Other 25.5 47.7 88.4
Current Liab. 137.4 99.7 189.4
Fix. Chg. Cov. 293% 352% 400%
ANNUAL RATES Past Past Est’d ’07-’09
of change (per sh) 10 Yrs. 5 Yrs. to ’13-’15
Revenues 4.5% 6.0% 5.0%
‘‘Cash Flow’’ 5.0% 8.0% 6.5%
Earnings 4.0% 8.5% 9.0%
Dividends 1.5% 2.5% 4.0%
Book Value 4.5% 5.0% 3.5%

Cal- Full
endar Year

QUARTERLY REVENUES ($ mill.)
Mar.31 Jun. 30 Sep. 30 Dec. 31

2007 72.3 79.3 75.8 74.0 301.4
2008 68.9 80.3 85.3 84.2 318.7
2009 79.6 93.6 101.5 86.3 361.0
2010 90.3 95.5 111.3 124.9 422
2011 100 105 120 110 435
Cal- Full

endar Year
EARNINGS PER SHARE A

Mar.31 Jun. 30 Sep. 30 Dec. 31
2007 .40 .42 .44 .35 1.62
2008 .30 .53 .26 .43 1.55
2009 .28 .64 .52 .18 1.62
2010 .45 .47 .62 .79 2.33
2011 .54 .65 .68 .58 2.45
Cal- Full

endar Year
QUARTERLY DIVIDENDS PAID B■

Mar.31 Jun.30 Sep.30 Dec.31
2007 .235 .235 .235 .250 .96
2008 .250 .250 .250 .250 1.00
2009 .250 .250 .250 .260 1.01
2010 .260 .260 .260 .260 1.04
2011

1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007
10.43 11.03 11.37 11.44 11.02 12.91 12.17 13.06 13.78 13.98 13.61 14.06 15.76 17.49

1.68 1.75 1.75 1.85 2.04 2.26 2.20 2.53 2.54 2.08 2.23 2.64 2.89 3.31
.95 1.03 1.13 1.04 1.08 1.19 1.28 1.35 1.34 .78 1.05 1.32 1.33 1.62
.80 .81 .82 .83 .84 .85 .86 .87 .87 .88 .89 .90 .91 .96

2.43 2.19 2.40 2.58 3.11 4.30 3.03 3.18 2.68 3.76 5.03 4.24 3.91 2.89
10.07 10.29 11.01 11.24 11.48 11.82 12.74 13.22 14.05 13.97 15.01 15.72 16.64 17.53
11.77 11.77 13.33 13.44 13.44 13.44 15.12 15.12 15.18 15.21 16.75 16.80 17.05 17.23

12.8 11.6 12.6 14.5 15.5 17.1 15.9 16.7 18.3 31.9 23.2 21.9 27.7 24.0
.84 .78 .79 .84 .81 .97 1.03 .86 1.00 1.82 1.23 1.17 1.50 1.27

6.6% 6.7% 5.8% 5.5% 5.0% 4.2% 4.2% 3.9% 3.6% 3.5% 3.6% 3.1% 2.5% 2.5%

184.0 197.5 209.2 212.7 228.0 236.2 268.6 301.4
18.0 20.4 20.3 11.9 16.5 22.5 23.1 28.0

45.7% 43.0% 38.9% 43.5% 37.4% 47.0% 40.5% 42.6%
- - - - - - - - - - - - 12.2% 8.5%

47.5% 54.9% 52.0% 52.0% 47.7% 50.4% 48.6% 46.9%
51.9% 44.7% 48.0% 48.0% 52.3% 49.6% 51.4% 53.1%
371.1 447.6 444.4 442.3 480.4 532.5 551.6 569.4
509.1 539.8 563.3 602.3 664.2 713.2 750.6 776.4
6.4% 6.1% 6.5% 4.6% 5.2% 5.4% 6.0% 6.7%
9.2% 10.1% 9.5% 5.6% 6.6% 8.5% 8.1% 9.3%
9.3% 10.1% 9.5% 5.6% 6.6% 8.5% 8.1% 9.3%
3.0% 3.6% 3.3% NMF 1.0% 2.8% 2.7% 3.9%
68% 65% 65% 113% 84% 67% 67% 58%

2008 2009 2010 2011 © VALUE LINE PUB. LLC 13-15
18.42 19.48 22.50 22.90 Revenues per sh 25.00

3.37 3.40 4.20 4.35 ‘‘Cash Flow’’ per sh 4.85
1.55 1.62 2.33 2.45 Earnings per sh A 2.70
1.00 1.01 1.04 1.08 Div’d Decl’d per sh B■ 1.24
4.45 4.18 4.05 4.20 Cap’l Spending per sh 4.75

17.95 19.39 20.55 21.30 Book Value per sh 22.50
17.30 18.53 18.75 19.00 Common Shs Outst’g C 20.00

22.6 21.2 15.0 Avg Ann’l P/E Ratio 19.0
1.36 1.42 .94 Relative P/E Ratio 1.25

2.9% 2.9% 3.0% Avg Ann’l Div’d Yield 2.5%

318.7 361.0 422 435 Revenues ($mill) 500
26.8 29.5 44.0 47.0 Net Profit ($mill) 55.0

37.8% 38.9% 42.0% 40.0% Income Tax Rate 39.0%
6.9% 3.2% 5.0% 5.0% AFUDC % to Net Profit 5.0%

46.2% 45.9% 47.0% 46.0% Long-Term Debt Ratio 45.5%
53.8% 54.1% 53.0% 54.0% Common Equity Ratio 54.5%
577.0 665.0 720 750 Total Capital ($mill) 825
825.3 866.4 905 960 Net Plant ($mill) 1150
6.4% 5.9% 7.5% 7.5% Return on Total Cap’l 8.0%
8.6% 8.2% 11.5% 11.5% Return on Shr. Equity 12.0%
8.6% 8.2% 11.5% 11.5% Return on Com Equity 12.0%
3.1% 3.2% 6.5% 6.5% Retained to Com Eq 6.5%
64% 61% 44% 44% All Div’ds to Net Prof 45%

Company’s Financial Strength B++
Stock’s Price Stability 85
Price Growth Persistence 70
Earnings Predictability 85

(A) Primary earnings. Excludes nonrecurring
gains/(losses): ’04, 14¢; ’05, 25¢; ’06, 6¢; ’08,
(27¢); ’10, (27¢). Next earnings report due ear-
ly March. Quarterly egs. may not add due to

rounding.
(B) Dividends historically paid in early March,
June, September, and December. ■ Div’d rein-
vestment plan available.

(C) In millions, adjusted for split.

BUSINESS: American States Water Co. operates as a holding
company. Through its principal subsidiary, Golden State Water
Company, it supplies water to more than 250,000 customers in 75
communities in 10 counties. Service areas include the greater
metropolitan areas of Los Angeles and Orange Counties. The com-
pany also provides electric utility services to nearly 23,250 custom-

ers in the city of Big Bear Lake and in areas of San Bernardino
County. Acquired Chaparral City Water of Arizona (10/00). Has
703 employees. Officers & directors own 2.6% of common stock
(4/10 Proxy). Chairman: Lloyd Ross. President & CEO: Robert J.
Sprowls. Inc: CA. Addr: 630 East Foothill Boulevard, San Dimas,
CA 91773. Tel: 909-394-3600. Internet: www.aswater.com.

American States Water bounced back
nicely in the third quarter. The water
utility reported earnings of $0.62 a share,
19% better than the year before and well
ahead of expectations. (We have excluded
$0.27 a share in charges related to the
writedown of assets at subsidiary Golden
Golden State Water Company that we
deem as one-time in nature and thus non-
recurring.) Although operating expenses
continued to mount, the top line improved
12%, to $111.3 million, thanks to strength
in water, electric, and construction serv-
ices revenues, with growth of the latter
two businesses topping 20%.
A recent regulatory ruling will likely
make for favorable comparisons going
forward. The California Public Utilities
Commission’s long-awaited rate-case rul-
ing was handed down prior to the end of
2010, approving rate increases for Region
II and III retroactive to January 1st of last
year. Revenue increases for 2010 total
roughly $32 million. Approximately $10.3
million, or $0.33 per share, will be record-
ed in the fourth quarter and a surcharge
will be implemented to recover the retroac-
tive revenues over a two-year window.

December-period results were likely par-
ticularly strong versus a weak comparison.
The picture is not as rosy, longer-
term, however. Operating costs have
continued to rise and are not likely to slow
anytime soon, given the necessary repairs
that many of the country’s watersystems
and pipelines require. American will need
to make heavy investment in its infra-
structure, but does not have sufficient
cash on hand to foot the bill. It will have to
continue seeking outside financing, which
will result in either a higher interest ex-
pense or greater share count. Offerings of
either variety will temper gains. The com-
pany recently priced $100 million in first
mortgage bonds in order to pay off short-
term debt and finance day-to-day opera-
tions, specifically capital projects.
We advise investors to look elsewhere.
The stock does not stand out as a growth
candidate for either the coming six to 12
months or the next 3- to 5-years, based on
the capital requirements we envision.
Meanwhile, the dividend, while attractive
at first blush, comes up short versus many
other utility stocks included in our Survey.
Andre J. Costanza January 21, 2011

LEGENDS
1.25 x Dividends p sh
divided by Interest Rate. . . . Relative Price Strength

3-for-2 split 6/02
Options: No
Shaded areas indicate recessions

© 2011, Value Line Publishing LLC. All rights reserved. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for subscriber’s own, non-commercial, internal use. No part
of it may be reproduced, resold, stored or transmitted in any printed, electronic or other form, or used for generating or marketing any printed or electronic publication, service or product.
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Target Price Range
2013 2014 2015

AMERICAN WATER NYSE-AWK 25.36 15.7 16.7
NMF 0.94 3.5%

TIMELINESS 1 New 10/22/10

SAFETY 3 New 7/25/08

TECHNICAL 3 Lowered 12/10/10
BETA .65 (1.00 = Market)

2013-15 PROJECTIONS
Ann’l Total

Price Gain Return
High 50 (+95%) 21%
Low 30 (+20%) 7%
Insider Decisions

F M A M J J A S O
to Buy 0 0 0 0 0 0 0 0 0
Options 0 0 0 0 0 0 0 0 0
to Sell 0 0 0 0 0 0 0 0 0
Institutional Decisions

1Q2010 2Q2010 3Q2010
to Buy 144 134 146
to Sell 102 107 93
Hld’s(000) 151936 154379 149349

High: 23.7 23.0 25.8
Low: 16.5 16.2 19.4

% TOT. RETURN 12/10
THIS VL ARITH.

STOCK INDEX
1 yr. 17.3 26.8
3 yr. — 27.6
5 yr. — 49.5

CAPITAL STRUCTURE as of 9/30/10
Total Debt $5621.2 mill. Due in 5 Yrs $405.0 mill.
LT Debt $5395.4 mill. LT Interest $300.0 mill.
(Total interest coverage: 3.7x) (57% of Cap’l)

Leases, Uncapitalized: Annual rentals $29.0 mill.
Pension Assets-12/09 $695.5 mill

Oblig. $1128.2 mill.
Pfd Stock $23.8 mill. Pfd Div’d NMF

Common Stock 174,873,174 shs.
as of 10/29/10

MARKET CAP: $4.4 billion (Mid Cap)
CURRENT POSITION 2008 2009 9/30/10

($MILL.)
Cash Assets 9.5 22.3 23.5
Other 408.2 476.8 603.9
Current Assets 417.7 499.1 627.4
Accts Payable 149.8 138.6 166.4
Debt Due 654.8 173.6 225.8
Other 300.2 295.2 349.2
Current Liab. 1104.8 607.4 741.4
Fix. Chg. Cov. 198% 225% 350%
ANNUAL RATES Past Past Est’d ’07-’09
of change (per sh) 10 Yrs. 5 Yrs. to ’13-’15
Revenues - - - - 3.5%
‘‘Cash Flow’’ - - - - 14.0%
Earnings - - - - NMF
Dividends - - - - 16.0%
Book Value - - - - -1.0%

Cal- Full
endar Year

QUARTERLY REVENUES ($ mill.)
Mar.31 Jun. 30 Sep. 30 Dec. 31

2007 468.6 558.7 633.1 553.8 2214.2
2008 506.8 589.4 672.2 568.5 2336.9
2009 550.2 612.7 680.0 597.8 2440.7
2010 588.1 671.2 786.9 678.8 2725
2011 620 720 825 735 2900
Cal- Full

endar Year
EARNINGS PER SHARE A

Mar.31 Jun. 30 Sep. 30 Dec. 31
2007 .02 .31 d1.00 d1.47 d2.14
2008 .04 .28 .55 .23 1.10
2009 .19 .32 .52 .21 1.25
2010 .18 .42 .71 .26 1.57
2011 .20 .45 .75 .30 1.70
Cal- Full

endar Year
QUARTERLY DIVIDENDS PAID B■

Mar.31 Jun.30 Sep.30 Dec.31
2007 - - - - - - - - - -
2008 - - - - .20 .20 .40
2009 .20 .20 .21 .21 .82
2010 .21 .21 .22 .22 .86
2011

1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007
- - - - - - - - - - - - - - - - - - - - - - - - 13.08 13.84
- - - - - - - - - - - - - - - - - - - - - - - - .65 d.47
- - - - - - - - - - - - - - - - - - - - - - - - d.97 d2.14
- - - - - - - - - - - - - - - - - - - - - - - - - - - -
- - - - - - - - - - - - - - - - - - - - - - - - 4.31 4.74
- - - - - - - - - - - - - - - - - - - - - - - - 23.86 28.39
- - - - - - - - - - - - - - - - - - - - - - - - 160.00 160.00
- - - - - - - - - - - - - - - - - - - - - - - - - - - -
- - - - - - - - - - - - - - - - - - - - - - - - - - - -
- - - - - - - - - - - - - - - - - - - - - - - - - - - -

- - - - - - - - - - - - 2093.1 2214.2
- - - - - - - - - - - - d155.8 d342.3
- - - - - - - - - - - - - - - -
- - - - - - - - - - - - - - - -
- - - - - - - - - - - - 56.1% 50.9%
- - - - - - - - - - - - 43.9% 49.1%
- - - - - - - - - - - - 8692.8 9245.7
- - - - - - - - - - - - 8720.6 9318.0
- - - - - - - - - - - - NMF NMF
- - - - - - - - - - - - NMF NMF
- - - - - - - - - - - - NMF NMF
- - - - - - - - - - - - NMF NMF
- - - - - - - - - - - - - - - -

2008 2009 2010 2011 © VALUE LINE PUB. LLC 13-15
14.61 13.98 15.50 16.10 Revenues per sh 17.20

2.87 2.89 3.35 3.50 ‘‘Cash Flow’’ per sh 3.85
1.10 1.25 1.57 1.70 Earnings per sh A 2.00
.40 .82 .86 .90 Div’d Decl’d per sh B 1.00

6.31 4.50 4.00 4.10 Cap’l Spending per sh 4.35
25.64 22.91 23.60 23.60 Book Value per sh D 24.35

160.00 174.63 176.00 180.00 Common Shs Outst’g C 195.00
18.9 15.6 14.2 Avg Ann’l P/E Ratio 20.0
1.14 1.04 .90 Relative P/E Ratio 1.35

1.9% 4.2% 3.8% Avg Ann’l Div’d Yield 2.5%

2336.9 2440.7 2725 2900 Revenues ($mill) 3350
187.2 209.9 275 300 Net Profit ($mill) 380

37.4% 37.9% 39.0% 39.0% Income Tax Rate 38.0%
12.5% 10.0% 10.0% 10.0% AFUDC % to Net Profit 15.0%
53.1% 56.9% 56.5% 57.5% Long-Term Debt Ratio 56.0%
46.9% 43.1% 43.5% 42.5% Common Equity Ratio 45.0%
8750.2 9289.0 9600 9900 Total Capital ($mill) 10550
9991.8 10524 10900 11350 Net Plant ($mill) 12700

3.7% 3.8% 4.5% 4.5% Return on Total Cap’l 5.0%
4.6% 5.2% 6.5% 7.0% Return on Shr. Equity 8.0%
4.6% 5.2% 6.5% 7.0% Return on Com Equity 8.0%
3.0% 1.8% 2.5% 3.5% Retained to Com Eq 4.0%
34% 65% 55% 54% All Div’ds to Net Prof 51%

Company’s Financial Strength B
Stock’s Price Stability 85
Price Growth Persistence NMF
Earnings Predictability NMF

(A) Diluted earnings. Excludes nonrecurring
gains (losses): ’08, ($4.62); ’09, ($2.63). Dis-
continued operations: ’06, (4¢).
Next earnings report due mid-Feb. Quarterly

earnings may not sum due to rounding.
(B) Dividends to be paid in January, April, July,
and October. ■ Div. reinvestment available.
(C) In millions.

(D) Includes intangibles. In 2009: $1.250 bil-
lion, $7.16/share.

BUSINESS: American Water Works Company, Inc. is the largest
investor-owned water and wastewater utility in the U.S., providing
services to over 15 million people in 32 states and Canada. Its non-
regulated business assists municipalities and military bases with
the maintenance and upkeep as well. Regulated operations made
more than 90% of 2009 revenues. New Jersey is its biggest market

accounting for nearly 23% of revenues. Has roughly 7,700 employ-
ees. Depreciation rate, 2.2% in ’09. J.P. Morgan Chase & Co. owns
5.9% of the common stock outstanding. Off. & dir. own less than
1%. President & CEO; Jeffrey Sterba. Chairman; George Macken-
zie Jr. Address: 1025 Laurel Oak Road, Voorhees, NJ 08043. Tele-
phone: 856-346-8200. Internet: www.amwater.com.

American Water Works continues to
exceed our expectations. The nation’s
largest water utility blew away our third-
quarter estimates, reporting share earn-
ings of $0.71, on 17% revenue growth. We
were looking for advances in the 10% to
12% neighborhood. Regulated business im-
proved 15%, thanks to higher water usage
and favorable regulatory awards. Sales
from non-regulated operations increased
23%, owed to success from contract opera-
tions, namely industrial and military. The
gross margin, meanwhile, improved nearly
300 basis points, despite 10% higher oper-
ating and maintenance costs.
We believe that the company easily
exceeded 2010 full-year guidance.
Management left its 2010 earnings outlook
untouched at $1.42 to $1.52 a share, in-
dicating minimal growth in the December
period at best. Although it did say that it
expects to come in at the higher end, even
that is conservative in our eyes, given the
aforementioned margin trends. Plus, we’ve
continued to pare our financing expecta-
tions, based on the recent cash flow gener-
ation. This all suggests that American was
able to post close to 20% earnings growth

in the fourth quarter.
Growth will likely slow, but ought to
remain healthy against more difficult
comparisons in 2011. We’ve upped our
share earnings estimate for this year by
8%, to $1.70 to account for a tamer-than-
originally expected interest expense, lower
share count, and larger customer base.
American continues to expand its footprint
via its acquisition-friendly ways.
The stock is on our recommended list.
It garners our Highest (1) rank for Timeli-
ness based on its recent share-price mo-
mentum and our healthy six to 12 months
earnings forecast. We’ve raised our 2013-
2015 Target Price Range to account for
less financing and the stock thus holds
worthwhile 3- to 5-year appreciation
potential. When you factor in the dividend,
AWK looks to be an appealing total-return
vehicle with limited downside. Its Price
Stability score is high (85) and the beta
coefficient is well below the 1.00 market
average. Although new CEO and President
Jeff Sterba has only been at the helm
since August, he looks to have a good
grasp on how to improve operations.
Andre J. Costanza January 21, 2011

LEGENDS. . . . Relative Price Strength
Options: Yes
Shaded areas indicate recessions
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4-for-3

Percent
shares
traded

15
10
5

Target Price Range
2013 2014 2015

AQUA AMERICA NYSE-WTR 22.96 25.0 26.4
25.0 1.50 2.7%

TIMELINESS 3 Lowered 1/21/11

SAFETY 3 Lowered 8/1/03

TECHNICAL 3 Lowered 8/13/10
BETA .65 (1.00 = Market)

2013-15 PROJECTIONS
Ann’l Total

Price Gain Return
High 30 (+30%) 9%
Low 19 (-15%) -1%
Insider Decisions

F M A M J J A S O
to Buy 0 1 0 1 0 0 0 1 0
Options 1 0 1 0 0 0 0 2 1
to Sell 0 0 1 0 0 3 0 2 1
Institutional Decisions

1Q2010 2Q2010 3Q2010
to Buy 106 92 90
to Sell 106 119 101
Hld’s(000) 57767 60654 59791

High: 11.5 12.0 14.8 15.0 16.8 18.5 29.2 29.8 26.6 22.0 21.5 23.0
Low: 7.6 6.3 9.4 9.6 11.8 14.2 17.5 20.1 18.9 12.2 15.4 16.5

% TOT. RETURN 12/10
THIS VL ARITH.

STOCK INDEX
1 yr. 32.5 26.8
3 yr. 16.0 27.6
5 yr. -6.2 49.5

CAPITAL STRUCTURE as of 9/30/10
Total Debt $1463.1 mill. Due in 5 Yrs $275 mill.
LT Debt $1450.3 mill. LT Interest $60.0 mill.
(LT interest earned: 4.0x; total interest coverage:
4.0x) (56% of Cap’l)

Pension Assets-12/09 $135.6 mill.
Oblig. $217.8 mill.

Pfd Stock None
Common Stock 137,540,249 shares
as of 10/26/10

MARKET CAP: $3.2 billion (Mid Cap)
CURRENT POSITION 2008 2009 9/30/10

($MILL.)
Cash Assets 14.9 21.9 13.6
Receivables 84.5 78.7 96.5
Inventory (AvgCst) 9.8 9.5 10.0
Other 11.8 11.5 29.1
Current Assets 121.0 121.6 149.2
Accts Payable 50.0 57.9 36.5
Debt Due 87.9 87.0 12.8
Other 55.3 56.1 157.3
Current Liab. 193.2 201.0 206.6
Fix. Chg. Cov. 329% 346% 325%
ANNUAL RATES Past Past Est’d ’07-’09
of change (per sh) 10 Yrs. 5 Yrs. to ’13-’15
Revenues 8.0% 8.5% 6.0%
‘‘Cash Flow’’ 9.0% 8.0% 6.5%
Earnings 6.5% 5.0% 7.5%
Dividends 7.5% 8.0% 6.5%
Book Value 9.5% 8.5% 4.0%

Cal- Full
endar Year

QUARTERLY REVENUES ($ mill.)
Mar.31 Jun.30 Sep.30 Dec.31

2007 137.3 150.6 165.5 149.1 602.5
2008 139.3 151.0 177.1 159.6 627.0
2009 154.5 167.3 180.8 167.9 670.5
2010 160.5 178.4 207.8 183.3 730
2011 180 185 210 195 770
Cal- Full

endar Year
EARNINGS PER SHARE A

Mar.31 Jun.30 Sep.30 Dec.31
2007 .13 .17 .22 .19 .71
2008 .11 .17 .26 .19 .73
2009 .14 .19 .25 .20 .77
2010 .16 .22 .32 .20 .90
2011 .17 .23 .34 .23 .97
Cal- Full

endar Year
QUARTERLY DIVIDENDS PAID B ■

Mar.31 Jun.30 Sep.30 Dec.31
2007 .115 .115 .125 .125 .48
2008 .125 .125 .125 .135 .51
2009 .135 .135 .135 .145 .55
2010 .145 .145 .145 .155 .59
2011

1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007
1.82 1.84 1.86 2.02 2.09 2.41 2.46 2.70 2.85 2.97 3.48 3.85 4.03 4.52

.42 .47 .50 .56 .61 .72 .76 .86 .94 .96 1.09 1.21 1.26 1.37

.26 .29 .30 .34 .40 .42 .47 .51 .54 .57 .64 .71 .70 .71

.21 .22 .23 .24 .26 .27 .28 .30 .32 .35 .37 .40 .44 .48

.46 .52 .48 .58 .82 .90 1.16 1.09 1.20 1.32 1.54 1.84 2.05 1.79
2.41 2.46 2.69 2.84 3.21 3.42 3.85 4.15 4.36 5.34 5.89 6.30 6.96 7.32

59.77 63.74 65.75 67.47 72.20 106.80 111.82 113.97 113.19 123.45 127.18 128.97 132.33 133.40
13.5 12.0 15.6 17.8 22.5 21.2 18.2 23.6 23.6 24.5 25.1 31.8 34.7 32.0

.89 .80 .98 1.03 1.17 1.21 1.18 1.21 1.29 1.40 1.33 1.69 1.87 1.70
6.0% 6.2% 4.9% 3.9% 2.9% 3.0% 3.3% 2.5% 2.5% 2.5% 2.3% 1.8% 1.8% 2.1%

275.5 307.3 322.0 367.2 442.0 496.8 533.5 602.5
50.7 58.5 62.7 67.3 80.0 91.2 92.0 95.0

38.9% 39.3% 38.5% 39.3% 39.4% 38.4% 39.6% 38.9%
- - - - - - - - - - - - - - - -

52.0% 52.2% 54.2% 51.4% 50.0% 52.0% 51.6% 55.4%
47.8% 47.7% 45.8% 48.6% 50.0% 48.0% 48.4% 44.6%
901.1 990.4 1076.2 1355.7 1497.3 1690.4 1904.4 2191.4

1251.4 1368.1 1490.8 1824.3 2069.8 2280.0 2506.0 2792.8
7.4% 7.8% 7.6% 6.4% 6.7% 6.9% 6.4% 5.9%

11.7% 12.3% 12.7% 10.2% 10.7% 11.2% 10.0% 9.7%
11.7% 12.4% 12.7% 10.2% 10.7% 11.2% 10.0% 9.7%

4.7% 5.1% 5.2% 4.2% 4.6% 4.9% 3.7% 3.2%
60% 59% 59% 59% 57% 56% 63% 67%

2008 2009 2010 2011 © VALUE LINE PUB. LLC 13-15
4.63 4.91 5.30 5.60 Revenues per sh 6.60
1.42 1.61 1.75 1.85 ‘‘Cash Flow’’ per sh 2.15

.73 .77 .90 .97 Earnings per sh A 1.15

.51 .55 .59 .63 Div’d Decl’d per sh B■ .75
1.98 2.08 2.20 1.45 Cap’l Spending per sh 1.60
7.82 8.12 8.35 8.70 Book Value per sh 9.75

135.37 136.49 137.60 138.10 Common Shs Outst’g C 139.60
24.9 23.1 24.9 Avg Ann’l P/E Ratio 21.0
1.50 1.54 1.50 Relative P/E Ratio 1.40

2.8% 3.1% 2.7% Avg Ann’l Div’d Yield 2.5%

627.0 670.5 730 770 Revenues ($mill) 920
97.9 104.4 125 135 Net Profit ($mill) 160

39.7% 39.4% 40.0% 40.0% Income Tax Rate 40.0%
2.9% 3.1% 2.5% 2.5% AFUDC % to Net Profit 1.5%

54.1% 55.6% 56.0% 56.0% Long-Term Debt Ratio 58.0%
45.9% 44.4% 44.0% 44.0% Common Equity Ratio 42.0%
2306.6 2495.5 2600 2750 Total Capital ($mill) 3200
2997.4 3227.3 3380 3480 Net Plant ($mill) 3750

5.7% 5.6% 5.0% 5.0% Return on Total Cap’l 5.0%
9.3% 9.4% 11.0% 11.0% Return on Shr. Equity 12.0%
9.3% 9.4% 11.0% 11.0% Return on Com Equity 12.0%
2.8% 2.7% 4.0% 4.0% Retained to Com Eq 4.0%
70% 72% 65% 64% All Div’ds to Net Prof 66%

Company’s Financial Strength B+
Stock’s Price Stability 100
Price Growth Persistence 65
Earnings Predictability 100

(A) Diluted shares. Excl. nonrec. gains
(losses): ’99, (11¢); ’00, 2¢; ’01, 2¢; ’02, 5¢;
’03, 4¢. Excl. gain from disc. operations: ’96,
2¢. Earnings may not add due to rounding.

Next earnings report due early February.
(B) Dividends historically paid in early March,
June, Sept. & Dec. ■ Div’d. reinvestment plan
available (5% discount).

(C) In millions, adjusted for stock splits.

BUSINESS: Aqua America, Inc. is the holding company for water
and wastewater utilities that serve approximately three million resi-
dents in Pennsylvania, Ohio, North Carolina, Illinois, Texas, New
Jersey, Florida, Indiana, and five other states. Divested three of
four non-water businesses in ’91; telemarketing group in ’93; and
others. Acquired AquaSource, 7/03; Consumers Water, 4/99; and

others. Water supply revenues ’09: residential, 58.5%; commercial,
14%; industrial & other, 27.5%. Officers and directors own 1.5% of
the common stock (4/10 Proxy). Chairman & Chief Executive Of-
ficer: Nicholas DeBenedictis. Incorporated: Pennsylvania. Address:
762 West Lancaster Avenue, Bryn Mawr, Pennsylvania 19010. Tel-
ephone: 610-525-1400. Internet: www.aquaamerica.com.

We have raised our near-term es-
timates for Aqua America. Hot and dry
weather in the east provided a consider-
able boost to earnings in the third quarter.
As a result, 2010 share net likely rose
more than 15% compared to a year ago. As
the company continues expanding its cus-
tomer base, profits should remain on the
upswing in 2011 and beyond.
Acquisitions are driving much of the
revenue growth. Indeed, 14 purchases
were made in the third quarter alone,
bringing the full year total to 26. Aqua
America’s Texas subsidiary also bought
the assets of Gray Utility. This acquisition
is slated to bring about 6,000 new custom-
ers into the fold in 2011. Looking ahead, it
is likely that the company will make a
play for all or part of Acquarion, a
Connecticut-based water utility with con-
siderable connections. Finally, given the
fragmented nature of the industry and the
lack of major players, we believe that
Aqua America will continue expanding ag-
gressively in the years to come. This
should bolster the top and bottom lines
over the 3 to 5 year pull.
Favorable rate rulings are contribut-

ing, as well. Thus far, the company has
received rate hikes in various states, in-
cluding North Carolina, New York, Ohio,
Indiana, and Maine. There are several
other rate cases pending, the results of
which should be ruled on in the first
quarter of 2011. The decisions are likely to
positively impact revenue and profit
streams this year and the next.
Aqua America’s future looks bright.
The company is well positioned to continue
growing via acquisitions. Indeed, Aqua is
well capitalized, and management
anticipates further expansions in 2011 and
beyond. Finally, unlike many of its compe-
titors, the company is also diversifying its
holdings. Aqua has invested in solar power
and we expect it to become a solid
presence in this market in the future.
Income investors should find this is-
sue of interest. Aqua has a long history
of steady dividend increases, and we anti-
cipate this trend will continue. However,
the current price seems to discount most of
our projected Total Return potential. Fi-
nally, the stock is ranked to trade in line
with the market for the year ahead.
Sahana Zutshi January 21, 2011

LEGENDS
1.60 x Dividends p sh
divided by Interest Rate. . . . Relative Price Strength

4-for-3 split 1/98
5-for-4 split 12/00
5-for-4 split 12/01
5-for-4 split 12/03
4-for-3 split 12/05
Options: Yes
Shaded areas indicate recessions
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9
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Target Price Range
2013 2014 2015

CALIFORNIA WATER NYSE-CWT 37.25 18.3 19.7
22.0 1.10 3.2%

TIMELINESS 3 Raised 11/5/10

SAFETY 3 Lowered 7/27/07

TECHNICAL 3 Lowered 11/12/10
BETA .70 (1.00 = Market)

2013-15 PROJECTIONS
Ann’l Total

Price Gain Return
High 60 (+60%) 15%
Low 40 (+5%) 5%
Insider Decisions

F M A M J J A S O
to Buy 0 18 0 0 0 0 1 0 0
Options 0 0 0 0 0 0 0 2 0
to Sell 0 0 0 1 0 0 0 0 0
Institutional Decisions

1Q2010 2Q2010 3Q2010
to Buy 59 43 53
to Sell 56 72 53
Hld’s(000) 9894 8640 9706

High: 32.0 31.4 28.6 26.9 31.4 37.9 42.1 45.8 45.4 46.6 48.3 39.7
Low: 22.6 21.5 22.9 20.5 23.7 26.1 31.2 32.8 34.2 27.7 33.5 33.8

% TOT. RETURN 12/10
THIS VL ARITH.

STOCK INDEX
1 yr. 4.6 26.8
3 yr. 10.7 27.6
5 yr. 12.9 49.5

CAPITAL STRUCTURE as of 9/30/10
Total Debt $438.9 mill. Due in 5 Yrs $126.9 mill.
LT Debt $380.3 mill. LT Interest $28.0 mill.

(LT interest earned: 6.4x; total int. cov.: 5.7x)

Pension Assets-12/09 $105.6 mill.
Oblig. $219.7 mill.

Pfd Stock None

Common Stock 20,830,303 shs.
as of 11/2/10

MARKET CAP: $775 million (Small Cap)
CURRENT POSITION 2008 2009 9/30/10

($MILL.)
Cash Assets 13.9 9.9 9.7
Other 65.9 82.3 82.0
Current Assets 79.8 92.2 91.7
Accts Payable 45.1 43.7 48.4
Debt Due 42.8 25.0 58.6
Other 35.3 41.7 48.5
Current Liab. 123.2 110.4 155.5
Fix. Chg. Cov. 398% 430% 390%
ANNUAL RATES Past Past Est’d ’07-’09
of change (per sh) 10 Yrs. 5 Yrs. to ’13-’15
Revenues 2.5% 3.0% 5.0%
‘‘Cash Flow’’ 2.5% 6.0% 5.0%
Earnings 1.0% 6.5% 7.0%
Dividends 1.0% 1.0% 1.0%
Book Value 4.0% 6.0% 4.0%

Cal- Full
endar Year

QUARTERLY REVENUES ($ mill.)E
Mar.31 Jun.30 Sep.30 Dec.31

2007 71.6 95.8 113.8 85.9 367.1
2008 72.9 105.6 131.7 100.1 410.3
2009 86.6 116.7 139.2 106.9 449.4
2010 90.3 118.3 146.3 113.1 468
2011 100 132 165 128 525
Cal- Full

endar Year
EARNINGS PER SHARE A

Mar.31 Jun.30 Sep.30 Dec.31
2007 .07 .37 .67 .39 1.50
2008 .01 .48 1.06 .35 1.90
2009 .12 .58 .94 .31 1.95
2010 .10 .50 .98 .35 1.93
2011 .13 .58 1.08 .41 2.20
Cal- Full

endar Year
QUARTERLY DIVIDENDS PAID B ■

Mar.31 Jun.30 Sep.30 Dec.31
2007 .290 .290 .290 .290 1.16
2008 .293 .293 .293 .293 1.17
2009 .295 .295 .295 .295 1.18
2010 .2975 .2975 .2975 .2975 1.19
2011

1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007
12.59 13.17 14.48 15.48 14.76 15.96 16.16 16.26 17.33 16.37 17.18 17.44 16.20 17.76

2.02 2.07 2.50 2.92 2.60 2.75 2.52 2.20 2.65 2.51 2.83 3.03 2.71 3.12
1.22 1.17 1.51 1.83 1.45 1.53 1.31 .94 1.25 1.21 1.46 1.47 1.34 1.50

.99 1.02 1.04 1.06 1.07 1.09 1.10 1.12 1.12 1.12 1.13 1.14 1.15 1.16
2.26 2.17 2.83 2.61 2.74 3.44 2.45 4.09 5.82 4.39 3.73 4.01 4.28 3.68

11.56 11.72 12.22 13.00 13.38 13.43 12.90 12.95 13.12 14.44 15.66 15.79 18.15 18.50
12.49 12.54 12.62 12.62 12.62 12.94 15.15 15.18 15.18 16.93 18.37 18.39 20.66 20.67

14.1 13.7 11.9 12.6 17.8 17.8 19.6 27.1 19.8 22.1 20.1 24.9 29.2 26.1
.92 .92 .75 .73 .93 1.01 1.27 1.39 1.08 1.26 1.06 1.33 1.58 1.39

5.8% 6.4% 5.8% 4.6% 4.2% 4.0% 4.3% 4.4% 4.5% 4.2% 3.9% 3.1% 2.9% 3.0%

244.8 246.8 263.2 277.1 315.6 320.7 334.7 367.1
20.0 14.4 19.1 19.4 26.0 27.2 25.6 31.2

42.3% 39.4% 39.7% 39.9% 39.6% 42.4% 37.4% 39.9%
- - - - - - 10.3% 3.2% 3.3% 10.6% 8.3%

48.9% 50.3% 55.3% 50.2% 48.6% 48.3% 43.5% 42.9%
50.2% 48.8% 44.0% 49.1% 50.8% 51.1% 55.9% 56.6%
388.8 402.7 453.1 498.4 565.9 568.1 670.1 674.9
582.0 624.3 697.0 759.5 800.3 862.7 941.5 1010.2
6.8% 5.3% 5.9% 5.6% 6.1% 6.3% 5.2% 5.9%

10.0% 7.2% 9.4% 7.8% 8.9% 9.3% 6.8% 8.1%
10.1% 7.2% 9.5% 7.9% 9.0% 9.3% 6.8% 8.1%

1.8% NMF 1.0% .7% 2.1% 2.1% 1.0% 1.8%
82% 119% 90% 91% 77% 78% 86% 77%

2008 2009 2010 2011 © VALUE LINE PUB. LLC 13-15
19.80 21.64 22.30 23.85 Revenues per sh 26.40

3.72 3.87 4.10 4.30 ‘‘Cash Flow’’ per sh 4.85
1.90 1.95 1.93 2.20 Earnings per sh A 2.65
1.17 1.18 1.19 1.20 Div’d Decl’d per sh B ■ 1.23
4.82 5.33 6.30 6.25 Cap’l Spending per sh 6.40

19.44 20.26 20.95 21.80 Book Value per sh C 24.90
20.72 20.77 21.00 22.00 Common Shs Outst’g D 23.50

19.8 19.7 19.0 Avg Ann’l P/E Ratio 19.0
1.19 1.32 1.20 Relative P/E Ratio 1.25

3.1% 3.1% 3.2% Avg Ann’l Div’d Yield 2.5%

410.3 449.4 468 525 Revenues ($mill) E 620
39.8 40.6 40.5 48.0 Net Profit ($mill) 63.0

37.7% 40.3% 39.5% 39.0% Income Tax Rate 39.0%
8.6% 7.6% 8.5% 10.0% AFUDC % to Net Profit 10.0%

41.6% 47.1% 50.0% 50.0% Long-Term Debt Ratio 50.0%
58.4% 52.9% 50.0% 50.0% Common Equity Ratio 50.0%
690.4 794.9 890 960 Total Capital ($mill) 1170

1112.4 1198.1 1280 1350 Net Plant ($mill) 1650
7.1% 6.5% 6.0% 6.5% Return on Total Cap’l 6.5%
9.9% 9.6% 9.0% 10.0% Return on Shr. Equity 11.0%
9.9% 9.6% 9.0% 10.0% Return on Com Equity 11.0%
3.8% 3.8% 3.5% 4.5% Retained to Com Eq 6.0%
61% 60% 62% 54% All Div’ds to Net Prof 46%

Company’s Financial Strength B+
Stock’s Price Stability 85
Price Growth Persistence 70
Earnings Predictability 85

(A) Basic EPS. Excl. nonrecurring gain (loss):
’00, (7¢); ’01, 4¢; ’02, 8¢. Next earnings report
due early February.

(B) Dividends historically paid in mid-Feb.,
May, Aug., and Nov. ■ Div’d reinvestment plan
available.

(C) Incl. deferred charges. In ’09: $2.6 mill.,
$0.13/sh.
(D) In millions, adjusted for split.
(E) Excludes non-reg. rev.

BUSINESS: California Water Service Group provides regulated and
nonregulated water service to roughly 467,100 customers in 83
communities in California, Washington, New Mexico, and Hawaii.
Main service areas: San Francisco Bay area, Sacramento Valley,
Salinas Valley, San Joaquin Valley & parts of Los Angeles. Ac-
quired Rio Grande Corp; West Hawaii Utilities (9/08). Revenue

breakdown, ’09: residential, 70%; business, 19%; public authorities,
5%; industrial, 5%; other, 1%. ’09 reported depreciation rate: 2.3%.
Has roughly 1,013 employees. Chairman: Robert W. Foy. President
& CEO: Peter C. Nelson (4/10 Proxy). Inc.: Delaware. Address:
1720 North First Street, San Jose, California 95112-4598. Tele-
phone: 408-367-8200. Internet: www.calwatergroup.com.

California Water Service Group ap-
pears to have gotten a better handle
on operating expenses. Fourth-quarter
results were not released yet, but the
water utility reported 4% share-earnings
growth in the September period. Earnings
declined in the first half of the year, as op-
erating costs escalated amid greater infra-
structure investment. Although rising
maintenance costs are par for the course
in this capital-intensive industry (see be-
low), management was able to control
more-discretionary spending, namely ad-
ministrative costs, in the third quarter.
We suspect that it is keeping a close watch
on the cost structure, and that it was prob-
ably able to produce a double-digit earn-
ings advance in the fourth quarter.
Growth of 10% to 15% in likely in 2011.
The California Public Utilities Commis-
sion (CPUC) recently approved a rate in-
crease, adding more than $25 million to
annual revenues beginning in January. An
additional $8 million is pending on the
completion of capital projects. The decision
was a bit lighter than the initial $70-plus
million request and the $45 million we ex-
pected, but should help the company

achieve $2.20 in share earnings this year
nonetheless.
Still, there are some issues that may
plague future growth trends. True, the
CPUC has definitely taken on a more busi-
ness friendly disposition in recent years.
And the company is definitely doing a bet-
ter job keeping costs in check. But we
worry that infrastructure costs will not be
able to be kept under wraps and that
limited finances will be problematic. In-
deed, many of the company’s water sys-
tems require significant attention. Its cash
coffers are nearly empty, however, and it
will have to continue to rely on outside
financing to keep the doors open. The ad-
ditional debt and/or equity offerings
needed will only temper shareholder re-
turns. Therefore, CWT is not an attractive
growth vehicle, whether it be for the com-
ing six to 12 months of 3 to 5 years.
This issue’s income component is the
stock’s saving grace, but may not be
enough to entice most. CWT is a top-
dividend yielding water utility. The payout
may come under some pressure, though,
given the company’s financial restraints.
Andre J. Costanza January 21, 2011

LEGENDS
1.33 x Dividends p sh
divided by Interest Rate. . . . Relative Price Strength

2-for-1 split 1/98
Options: Yes
Shaded areas indicate recessions
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CONN. WATER SERVICES NDQ--CTWS 26.50 25.2 1.37 3.5%

3 Average

3 Average

2 Above
Average

.80

Financial Strength B+

Price Stability 95

Price Growth Persistence 30

Earnings Predictability 80

ANNUAL RATES

of change (per share) 5 Yrs. 1 Yr.
Sales 3.5% -4.5%
‘‘Cash Flow’’ 0.5% -0.5%
Earnings -0.5% 7.0%
Dividends 1.5% 2.5%
Book Value 3.0% 3.5%

Fiscal
Year

QUARTERLY SALES ($mill.) Full
Year1Q 2Q 3Q 4Q

12/31/08 13.6 16.0 17.0 14.7 61.3
12/31/09 13.4 15.2 16.6 14.2 59.4
12/31/10 13.8 17.5 22.7
12/31/11

Fiscal
Year

EARNINGS PER SHARE Full
Year1Q 2Q 3Q 4Q

12/31/07 .18 .22 .46 .19 1.05
12/31/08 .20 .35 .34 .22 1.11
12/31/09 .13 .27 .67 .12 1.19
12/31/10 .12 .27 .54 .18
12/31/11 .13 .30

Cal-
endar

QUARTERLY DIVIDENDS PAID Full
Year1Q 2Q 3Q 4Q

2008 .218 .218 .222 .222 .88
2009 .222 .222 .228 .228 .90
2010 .228 .228 .233 .233 .92
2011

INSTITUTIONAL DECISIONS

1Q’10 2Q’10 3Q’10
to Buy 28 30 21
to Sell 23 23 21
Hld’s(000) 2926 2790 2747

ASSETS ($mill.) 2008 2009 9/30/10
Cash Assets .7 5.4 1.2
Receivables 12.0 6.5 20.4
Inventory (Avg cost) 1.1 1.1 1.3
Other 2.0 7.0 3.4
Current Assets 15.8 20.0 26.3

Property, Plant
& Equip, at cost 418.1 448.2 - -

Accum Depreciation 115.8 123.0 - -
Net Property 302.3 325.2 345.0
Other 54.3 70.1 56.5
Total Assets 372.4 415.3 427.8

LIABILITIES ($mill.)
Accts Payable 5.7 6.5 7.7
Debt Due 12.1 25.0 31.0
Other 1.3 1.6 2.4
Current Liab 19.1 33.1 41.1

LONG-TERM DEBT AND EQUITY
as of 9/30/10

Total Debt $142.8 mill. Due in 5 Yrs. NA
LT Debt $111.7 mill.
Including Cap. Leases NA

(50% of Cap’l)
Leases, Uncapitalized Annual rentals NA

Pension Liability $14.9 mill. in ’09 vs. $16.7 mill. in ’08

Pfd Stock $.8 mill. Pfd Div’d Paid NMF

Common Stock 8,654,000 shares
(50% of Cap’l)

31.09 30.41 29.76 28.17 27.71 25.61 28.95 26.44 27.90 High
20.35 24.00 23.83 21.91 20.29 22.40 19.26 17.31 20.00 Low

© VALUE LINE PUBLISHING LLC 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011/2012

SALES PER SH 5.77 5.91 6.04 5.81 5.68 7.05 7.24 6.93 --
‘‘CASH FLOW’’ PER SH 1.78 1.89 1.91 1.62 1.52 1.90 1.95 1.93 --
EARNINGS PER SH 1.12 1.15 1.16 .88 .81 1.05 1.11 1.19 1.20 A,B 1.19 C/NA
DIV’DS DECL’D PER SH .81 .83 .84 .85 .86 .87 .88 .90 --
CAP’L SPENDING PER SH 1.98 1.49 1.58 1.96 1.96 2.24 2.44 3.28 --
BOOK VALUE PER SH 10.06 10.46 10.94 11.52 11.60 11.95 12.23 12.67 --
COMMON SHS OUTST’G (MILL) 7.94 7.97 8.04 8.17 8.27 8.38 8.46 8.57 --
AVG ANN’L P/E RATIO 24.3 23.5 22.9 28.6 29.0 23.0 22.2 18.4 22.1 22.3/NA
RELATIVE P/E RATIO 1.33 1.34 1.21 1.51 1.57 1.22 1.34 1.22 --
AVG ANN’L DIV’D YIELD 3.0% 3.0% 3.1% 3.4% 3.6% 3.6% 3.6% 4.1% --
SALES ($MILL) 45.8 47.1 48.5 47.5 46.9 59.0 61.3 59.4 -- Bold figures

OPERATING MARGIN 57.7% 52.1% 51.0% 48.3% 43.7% 40.8% 49.0% 35.8% -- are consensus

DEPRECIATION ($MILL) 5.4 5.9 6.0 6.1 5.9 7.2 7.1 6.4 -- earnings

NET PROFIT ($MILL) 8.8 9.2 9.4 7.2 6.7 8.8 9.4 10.2 -- estimates

INCOME TAX RATE 33.8% 17.9% 22.9% -- 23.5% 32.4% 27.2% 19.5% -- and, using the

NET PROFIT MARGIN 19.2% 19.5% 19.4% 15.1% 14.3% 14.9% 15.4% 17.2% -- recent prices,

WORKING CAP’L ($MILL) d5.1 d3.9 d.7 13.0 1.2 8.1 d3.3 d13.1 -- P/E ratios.

LONG-TERM DEBT ($MILL) 64.8 64.8 66.4 77.4 77.3 92.3 92.2 112.0 --
SHR. EQUITY ($MILL) 80.7 84.2 88.7 94.9 96.7 100.9 104.2 109.3 --
RETURN ON TOTAL CAP’L 7.4% 7.5% 7.0% 5.0% 4.9% 5.5% 5.9% 5.5% --
RETURN ON SHR. EQUITY 10.9% 10.9% 10.6% 7.5% 6.9% 8.7% 9.0% 9.3% --
RETAINED TO COM EQ 3.1% 3.2% 3.1% .3% NMF 1.6% 1.9% 2.3% --
ALL DIV’DS TO NET PROF 72% 71% 71% 95% 105% 82% 79% 76% --
ANo. of analysts changing earn. est. in last 8 days: 0 up, 0 down, consensus 5-year earnings growth not available. BBased upon one analyst’s estimate. CBased upon one analyst’s estimate.

INDUSTRY: Water Utility

TOTAL SHAREHOLDER RETURN
Dividends plus appreciation as of 12/31/2010

3 Mos. 6 Mos. 1 Yr. 3 Yrs. 5 Yrs.

17.48% 35.27% 17.13% 32.93% 37.37%

W.T.

January 21, 2011

BUSINESS: Connecticut Water Service, Inc. primarily
operates as a water utility provider. The company operates
through three segments: Water Activities, Real Estate Trans-
actions, and Services and Rentals. The Water Activities
segment supplies public drinking water to its customers. Its
Real Estate Transactions segment involves in the sale of its
limited excess real estate holdings. The Services and Rent-
als segment provides contracted services to water and
wastewater utilities and other clients, as well as leases
certain properties to third parties. This segment’s services
include contract operations of water and wastewater facili-
ties; Linebacker, its service line protection plan for public
drinking water customers; and provision of bulk deliveries
of emergency drinking water to businesses and residences
via tanker truck. As of December 31, 2009, Connecticut
Water Service provided water to more than 90,000 custom-
ers in 54 towns throughout Connecticut. Has 225 employ-
ees. Chairman, C.E.O. & President: Eric W. Thornburg.
Inc.: CT. Address: 93 West Main Street, Clinton, CT 06413.
Tel.: (860) 669-8636. Internet: http://www.ctwater.com.

©2011 Value Line Publishing LLC. All rights reserved. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for subscriber’s own, non-commercial, internal use. No part
of it may be reproduced, resold, stored or transmitted in any printed, electronic or other form, or used for generating or marketing any printed or electronic publication, service or product.
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MIDDLESEX WATER NDQ--MSEX 18.83 20.9 1.13 3.9%

3 Average

3 Average

2 Above
Average

.75

Financial Strength B++

Price Stability 95

Price Growth Persistence 35

Earnings Predictability 90

ANNUAL RATES

of change (per share) 5 Yrs. 1 Yr.
Sales 2.0% -0.5%
‘‘Cash Flow’’ 4.0% -8.5%
Earnings 3.5% -19.0%
Dividends 1.5% 1.5%
Book Value 5.5% 3.0%

Fiscal
Year

QUARTERLY SALES ($mill.) Full
Year1Q 2Q 3Q 4Q

12/31/08 20.8 23.0 25.7 21.5 91.0
12/31/09 20.6 23.1 25.5 22.0 91.2
12/31/10 21.0 26.5 29.6
12/31/11

Fiscal
Year

EARNINGS PER SHARE Full
Year1Q 2Q 3Q 4Q

12/31/07 .13 .24 .31 .19 .87
12/31/08 .15 .26 .35 .13 .89
12/31/09 .10 .21 .29 .12 .72
12/31/10 .11 .31 .36 .15
12/31/11 .14 .31

Cal-
endar

QUARTERLY DIVIDENDS PAID Full
Year1Q 2Q 3Q 4Q

2008 .175 .175 .175 .178 .70
2009 .178 .178 .178 .18 .71
2010 .18 .18 .18 .183 .72
2011

INSTITUTIONAL DECISIONS

1Q’10 2Q’10 3Q’10
to Buy 24 40 30
to Sell 28 21 24
Hld’s(000) 4811 5706 5930

ASSETS ($mill.) 2008 2009 9/30/10
Cash Assets 3.3 4.3 3.1
Receivables 14.3 10.6 21.1
Inventory (Avg cost) 1.5 1.6 1.9
Other 1.5 5.5 1.6
Current Assets 20.6 22.0 27.7

Property, Plant
& Equip, at cost 436.8 453.6 - -

Accum Depreciation 70.5 77.1 - -
Net Property 366.3 376.5 400.9
Other 53.1 59.6 51.1
Total Assets 440.0 458.1 479.7

LIABILITIES ($mill.)
Accts Payable 5.7 4.3 5.5
Debt Due 43.9 46.6 23.2
Other 11.9 9.8 12.7
Current Liab 61.5 60.7 41.4

LONG-TERM DEBT AND EQUITY
as of 9/30/10

Total Debt $153.7 mill. Due in 5 Yrs. NA
LT Debt $130.6 mill.
Including Cap. Leases NA

(43% of Cap’l)
Leases, Uncapitalized Annual rentals NA

Pension Liability $25.7 mill. in ’09 vs. $25.5 mill. in ’08

Pfd Stock $3.4 mill. Pfd Div’d Paid $.2 mill.
(1% of Cap’l)

Common Stock 15,530,000 shares
(56% of Cap’l)

20.04 21.23 21.81 23.47 20.50 20.24 19.83 17.91 19.31 High
13.73 15.77 16.65 17.07 16.50 16.93 12.05 11.64 14.74 Low

© VALUE LINE PUBLISHING LLC 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011/2012

SALES PER SH 5.98 6.12 6.25 6.44 6.16 6.50 6.79 6.75 --
‘‘CASH FLOW’’ PER SH 1.20 1.15 1.28 1.33 1.33 1.49 1.53 1.40 --
EARNINGS PER SH .73 .61 .73 .71 .82 .87 .89 .72 .94 A,B .95 C/NA
DIV’DS DECL’D PER SH .63 .65 .66 .67 .68 .69 .70 .71 --
CAP’L SPENDING PER SH 1.59 1.87 2.54 2.18 2.31 1.66 2.12 1.49 --
BOOK VALUE PER SH 7.39 7.60 8.02 8.26 9.52 10.05 10.03 10.33 --
COMMON SHS OUTST’G (MILL) 10.36 10.48 11.36 11.58 13.17 13.25 13.40 13.52 --
AVG ANN’L P/E RATIO 23.5 30.0 26.4 27.4 22.7 21.6 19.8 21.0 20.0 19.8/NA
RELATIVE P/E RATIO 1.28 1.71 1.39 1.45 1.23 1.15 1.19 1.40 --
AVG ANN’L DIV’D YIELD 3.7% 3.5% 3.4% 3.5% 3.7% 3.7% 4.0% 4.7% --
SALES ($MILL) 61.9 64.1 71.0 74.6 81.1 86.1 91.0 91.2 -- Bold figures

OPERATING MARGIN 47.1% 44.0% 44.4% 44.4% 47.4% 47.0% 46.9% 42.6% -- are consensus

DEPRECIATION ($MILL) 5.0 5.6 6.4 7.2 7.8 8.2 8.5 9.2 -- earnings

NET PROFIT ($MILL) 7.8 6.6 8.4 8.5 10.0 11.8 12.2 10.0 -- estimates

INCOME TAX RATE 33.3% 32.8% 31.1% 27.6% 33.4% 32.6% 33.2% 34.1% -- and, using the

NET PROFIT MARGIN 12.5% 10.3% 11.9% 11.4% 12.4% 13.8% 13.4% 10.9% -- recent prices,

WORKING CAP’L ($MILL) d9.3 d13.3 d11.8 d4.5 2.8 d9.6 d40.9 d38.6 -- P/E ratios.

LONG-TERM DEBT ($MILL) 87.5 97.4 115.3 128.2 130.7 131.6 118.2 124.9 --
SHR. EQUITY ($MILL) 80.6 83.7 99.2 103.6 133.3 137.1 141.2 143.0 --
RETURN ON TOTAL CAP’L 6.0% 5.0% 5.1% 5.0% 5.1% 5.6% 5.8% 5.0% --
RETURN ON SHR. EQUITY 9.6% 7.9% 8.5% 8.2% 7.5% 8.6% 8.6% 7.0% --
RETAINED TO COM EQ 1.3% NMF .9% .6% 1.3% 1.8% 2.0% .1% --
ALL DIV’DS TO NET PROF 87% 106% 90% 94% 84% 79% 78% 98% --
ANo. of analysts changing earn. est. in last 8 days: 0 up, 0 down, consensus 5-year earnings growth not available. BBased upon one analyst’s estimate. CBased upon one analyst’s estimate.

INDUSTRY: Water Utility

TOTAL SHAREHOLDER RETURN
Dividends plus appreciation as of 12/31/2010

3 Mos. 6 Mos. 1 Yr. 3 Yrs. 5 Yrs.

10.07% 18.22% 8.55% 10.07% 28.20%

W.T.

January 21, 2011

BUSINESS: Middlesex Water Company engages in the
ownership and operation of regulated water utility systems
in New Jersey and Delaware, and a regulated wastewater
utility in NJ. The company offers contract operations
services and a service line maintenance program through its
nonregulated subsidiary, Utility Service Affiliates, Inc. Its
water utility system treats, stores, and distributes water for
residential, commercial, industrial, and fire prevention pur-
poses. It also provides water treatment and pumping ser-
vices to the Township of East Brunswick, as well as water
and wastewater services to residents in Southampton Town-
ship. Middlesex Water’s Delaware subsidiaries provide
water services to retail customers in New Castle, Kent, and
Sussex counties. In October, Middlesex Water announced
that Annette Catino resigned from its board of directors. Has
285 employees. Chairman: Dennis W. Doll. Address: 1500
Ronson Rd, P.O. BOX 1500, Iselin, NJ 08830. Tel.: 732-
634-1500. Internet: http://www.middlesexwater.com.

©2011 Value Line Publishing LLC. All rights reserved. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for subscriber’s own, non-commercial, internal use. No part
of it may be reproduced, resold, stored or transmitted in any printed, electronic or other form, or used for generating or marketing any printed or electronic publication, service or product.
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SJW CORP. NYSE--SJW 25.71 29.9 1.62 2.6%
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3 Average

.90

Financial Strength B+

Price Stability 70

Price Growth Persistence 85

Earnings Predictability 85

ANNUAL RATES

of change (per share) 5 Yrs. 1 Yr.
Sales 6.5% -3.5%
‘‘Cash Flow’’ 6.0% -9.5%
Earnings 3.0% -25.5%
Dividends 5.5% 2.5%
Book Value 8.0% -2.5%

Fiscal
Year

QUARTERLY SALES ($mill.) Full
Year1Q 2Q 3Q 4Q

12/31/08 41.3 60.0 69.5 49.5 220.3
12/31/09 40.0 58.2 69.3 48.6 216.1
12/31/10 40.4 54.1 70.3
12/31/11

Fiscal
Year

EARNINGS PER SHARE Full
Year1Q 2Q 3Q 4Q

12/31/07 .12 .29 .43 .20 1.04
12/31/08 .15 .34 .44 .15 1.08
12/31/09 .01 .23 .43 .14 .81
12/31/10 .05 .24 .43 .19
12/31/11 .05 .09

Cal-
endar

QUARTERLY DIVIDENDS PAID Full
Year1Q 2Q 3Q 4Q

2008 .161 .161 .161 .161 .64
2009 .165 .165 .165 .165 .66
2010 .17 .17 .17 .17 .68
2011

INSTITUTIONAL DECISIONS

1Q’10 2Q’10 3Q’10
to Buy 26 31 26
to Sell 32 32 28
Hld’s(000) 8866 8930 8969

ASSETS ($mill.) 2008 2009 9/30/10
Cash Assets 3.4 1.4 3.3
Receivables 24.5 23.3 35.6
Inventory .9 1.0 1.0
Other 3.2 2.3 2.7
Current Assets 32.0 28.0 42.6

Property, Plant
& Equip, at cost 958.7 1020.7 - -

Accum Depreciation 274.5 302.2 - -
Net Property 684.2 718.5 795.0
Other 134.7 132.0 117.8
Total Assets 850.9 878.5 955.4

LIABILITIES ($mill.)
Accts Payable 5.8 6.6 21.3
Debt Due 19.1 6.9 4.6
Other 18.4 18.5 27.3
Current Liab 43.3 32.0 53.2

LONG-TERM DEBT AND EQUITY
as of 9/30/10

Total Debt $300.6 mill. Due in 5 Yrs. NA
LT Debt $296.0 mill.
Including Cap. Leases NA

(53% of Cap’l)
Leases, Uncapitalized Annual rentals NA

Pension Liability $47.5 mill. in ’09 vs. $42.3 mill. in ’08

Pfd Stock None Pfd Div’d Paid None

Common Stock 18,541,000 shares
(47% of Cap’l)

15.07 14.95 19.64 27.80 45.33 43.00 35.11 30.44 28.24 High
12.67 12.57 14.60 16.07 21.16 27.65 20.05 18.22 21.60 Low

© VALUE LINE PUBLISHING LLC 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011/2012

SALES PER SH 7.97 8.20 9.14 9.86 10.35 11.25 12.12 11.68 --
‘‘CASH FLOW’’ PER SH 1.55 1.75 1.89 2.21 2.38 2.30 2.44 2.21 --
EARNINGS PER SH .78 .91 .87 1.12 1.19 1.04 1.08 .81 .98 A,B 1.05 C/NA
DIV’DS DECL’D PER SH .46 .49 .51 .53 .57 .61 .65 .66 --
CAP’L SPENDING PER SH 2.06 3.41 2.31 2.83 3.87 6.62 3.79 3.17 --
BOOK VALUE PER SH 8.40 9.11 10.11 10.72 12.48 12.90 13.99 13.66 --
COMMON SHS OUTST’G (MILL) 18.27 18.27 18.27 18.27 18.28 18.36 18.18 18.50 --
AVG ANN’L P/E RATIO 17.3 15.4 19.6 19.7 23.5 33.4 26.2 28.7 26.2 24.5/NA
RELATIVE P/E RATIO .94 .88 1.04 1.04 1.27 1.77 1.58 1.91 --
AVG ANN’L DIV’D YIELD 3.4% 3.5% 3.0% 2.4% 2.0% 1.7% 2.3% 2.8% --
SALES ($MILL) 145.7 149.7 166.9 180.1 189.2 206.6 220.3 216.1 -- Bold figures

OPERATING MARGIN 63.7% 56.0% 56.4% 55.9% 57.0% 41.8% 42.4% 42.5% -- are consensus

DEPRECIATION ($MILL) 14.0 15.2 18.5 19.7 21.3 22.9 24.0 25.6 -- earnings

NET PROFIT ($MILL) 14.2 16.7 16.0 20.7 22.2 19.3 20.2 15.2 -- estimates

INCOME TAX RATE 40.4% 36.2% 42.1% 41.6% 40.8% 39.4% 39.5% 40.4% -- and, using the

NET PROFIT MARGIN 9.8% 11.2% 9.6% 11.5% 11.7% 9.4% 9.2% 7.0% -- recent prices,

WORKING CAP’L ($MILL) d4.9 12.0 13.0 10.8 22.2 d1.4 d11.3 d4.0 -- P/E ratios.

LONG-TERM DEBT ($MILL) 110.0 139.6 143.6 145.3 163.6 216.3 216.6 246.9 --
SHR. EQUITY ($MILL) 153.5 166.4 184.7 195.9 228.2 236.9 254.3 252.8 --
RETURN ON TOTAL CAP’L 6.9% 6.9% 6.5% 7.6% 7.0% 5.7% 5.8% 4.4% --
RETURN ON SHR. EQUITY 9.3% 10.0% 8.7% 10.6% 9.7% 8.2% 8.0% 6.0% --
RETAINED TO COM EQ 3.8% 4.7% 3.6% 5.6% 5.2% 3.5% 3.3% 1.2% --
ALL DIV’DS TO NET PROF 59% 53% 58% 47% 46% 57% 59% 80% --
ANo. of analysts changing earn. est. in last 8 days: 0 up, 0 down, consensus 5-year earnings growth not available. BBased upon 2 analysts’ estimates. CBased upon 2 analysts’ estimates.

INDUSTRY: Water Utility

TOTAL SHAREHOLDER RETURN
Dividends plus appreciation as of 12/31/2010

3 Mos. 6 Mos. 1 Yr. 3 Yrs. 5 Yrs.

8.21% 14.51% 20.67% -17.28% 31.13%

W.T.

January 21, 2011

BUSINESS: SJW Corporation, through its subsidiaries,
engages in the production, purchase, storage, purification,
distribution, and retail sale of water. The company offers
nonregulated water-related services, including water system
operations, cash remittances, and maintenance contract
services. SJW also owns undeveloped land; a 70% limited
partnership interest in 444 West Santa Clara Street, L.P.; and
operates commercial buildings in Arizona, California, Con-
necticut, Florida, Tennessee, and Texas. As of September
30, 2010, SJW provided water service to approximately
226,000 connections that served a population of approxi-
mately one million people in the San Jose area. It also
provides water service to approximately 8,700 connections
that serve approximately 36,000 residents in a service area
in the region between San Antonio and Austin, Texas. Has
375 employees. Chairman: Charles J. Toeniskoetter. Inc.:
CA. Address: 110 W. Taylor Street, San Jose, CA 95110.
Tel.: (408) 279-7800. Internet: http://www.sjwater.com.

©2011 Value Line Publishing LLC. All rights reserved. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for subscriber’s own, non-commercial, internal use. No part
of it may be reproduced, resold, stored or transmitted in any printed, electronic or other form, or used for generating or marketing any printed or electronic publication, service or product.

To subscribe call 1-800-833-0046.
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18

13

8

5
4
3

2

LEGENDS
12 Mos Mov Avg

. . . . Rel Price Strength
2-for-1 split 5/02
3-for-2 split 9/06
Shaded area indicates recession

550
VOL.

(thous.)

YORK WATER CO NDQ--YORW 16.84 24.1 1.30 3.1%

2 Above
Average

3 Average

2 Above
Average

.70

Financial Strength B+

Price Stability 90

Price Growth Persistence 60

Earnings Predictability 100

ANNUAL RATES

of change (per share) 5 Yrs. 1 Yr.
Revenues 6.0% 2.0%
‘‘Cash Flow’’ 7.5% 7.5%
Earnings 5.5% 12.5%
Dividends 6.0% 3.5%
Book Value 8.5% 13.0%

Fiscal
Year

QUARTERLY SALES ($mill.) Full
Year1Q 2Q 3Q 4Q

12/31/08 7.5 7.8 8.6 8.9 32.8
12/31/09 8.8 9.2 9.8 9.2 37.0
12/31/10 9.0 9.7 10.5
12/31/11

Fiscal
Year

EARNINGS PER SHARE Full
Year1Q 2Q 3Q 4Q

12/31/07 .12 .15 .15 .15 .57
12/31/08 .11 .13 .15 .18 .57
12/31/09 .13 .17 .18 .16 .64
12/31/10 .15 .18 .21 .17
12/31/11 .16 .20

Cal-
endar

QUARTERLY DIVIDENDS PAID Full
Year1Q 2Q 3Q 4Q

2008 .121 .121 .121 .121 .48
2009 .126 .126 .126 .126 .50
2010 .128 .128 .128 .128 .51
2011 .131

INSTITUTIONAL DECISIONS

1Q’10 2Q’10 3Q’10
to Buy 21 29 21
to Sell 19 19 18
Hld’s(000) 2763 2811 3078

ASSETS ($mill.) 2008 2009 9/30/10
Cash Assets .0 .0 .0
Receivables 5.9 5.4 6.2
Inventory (Avg cost) .7 .7 .6
Other .7 1.0 1.4
Current Assets 7.3 7.1 8.2

Property, Plant
& Equip, at cost 246.0 260.4 - -

Accum Depreciation 34.6 38.4 - -
Net Property 211.4 222.0 226.2
Other 21.7 19.7 21.6
Total Assets 240.4 248.8 256.0

LIABILITIES ($mill.)
Accts Payable 1.6 1.4 3.1
Debt Due 9.1 9.3 3.0
Other 3.5 3.9 4.0
Current Liab 14.2 14.6 10.1

LONG-TERM DEBT AND EQUITY
as of 9/30/10

Total Debt $81.2 mill. Due in 5 Yrs. NA
LT Debt $78.2 mill.
Including Cap. Leases NA

(46% of Cap’l)
Leases, Uncapitalized Annual rentals NA

Pension Liability $8.8 mill. in ’09 vs. $9.8 mill. in ’08

Pfd Stock None Pfd Div’d Paid None

Common Stock 12,668,000 shares
(54% of Cap’l)

13.45 13.49 14.03 17.87 20.99 18.55 16.50 17.95 18.00 High
8.20 9.33 11.00 11.67 15.33 15.45 6.23 9.74 12.83 Low

© VALUE LINE PUBLISHING LLC 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011/2012

REVENUES PER SH 2.05 2.17 2.18 2.58 2.56 2.79 2.89 2.95 --
‘‘CASH FLOW’’ PER SH .57 .65 .65 .79 .77 .86 .88 .95 --
EARNINGS PER SH .40 .47 .49 .56 .58 .57 .57 .64 .71 A,B .76 C/NA
DIV’D DECL’D PER SH .35 .37 .39 .42 .45 .48 .49 .51 --
CAP’L SPENDING PER SH .66 1.07 2.50 1.69 1.85 1.69 2.17 1.18 --
BOOK VALUE PER SH 3.90 4.06 4.65 4.85 5.84 5.97 6.14 6.92 --
COMMON SHS OUTST’G (MILL) 9.55 9.63 10.33 10.40 11.20 11.27 11.37 12.56 --
AVG ANN’L P/E RATIO 26.9 24.5 25.7 26.3 31.2 30.3 24.6 21.9 23.7 22.2/NA
RELATIVE P/E RATIO 1.47 1.40 1.36 1.39 1.68 1.61 1.48 1.46 --
AVG ANN’L DIV’D YIELD 3.3% 3.2% 3.1% 2.9% 2.5% 2.8% 3.5% 3.6% --
REVENUES ($MILL) 19.6 20.9 22.5 26.8 28.7 31.4 32.8 37.0 -- Bold figures

NET PROFIT ($MILL) 3.8 4.4 4.8 5.8 6.1 6.4 6.4 7.5 -- are consensus

INCOME TAX RATE 34.9% 34.8% 36.7% 36.7% 34.4% 36.5% 36.1% 37.9% -- earnings

AFUDC % TO NET PROFIT 3.7% -- -- -- 7.2% 3.6% 10.1% -- -- estimates

LONG-TERM DEBT RATIO 46.7% 43.4% 42.5% 44.1% 48.3% 46.5% 54.5% 45.7% -- and, using the

COMMON EQUITY RATIO 53.3% 56.6% 57.5% 55.9% 51.7% 53.5% 45.5% 54.3% -- recent prices,

TOTAL CAPITAL ($MILL) 69.9 69.0 83.6 90.3 126.5 125.7 153.4 160.1 -- P/E ratios.

NET PLANT ($MILL) 106.7 116.5 140.0 155.3 174.4 191.6 211.4 222.0 --
RETURN ON TOTAL CAP’L 7.4% 8.5% 7.6% 8.4% 6.2% 6.7% 5.7% 6.2% --
RETURN ON SHR. EQUITY 10.2% 11.4% 10.0% 11.6% 9.3% 9.5% 9.2% 8.6% --
RETURN ON COM EQUITY 10.2% 11.4% 10.0% 11.6% 9.3% 9.5% 9.2% 8.6% --
RETAINED TO COM EQ 1.3% 2.6% 2.1% 3.0% 2.2% 1.7% 1.4% 1.9% --
ALL DIV’DS TO NET PROF 88% 77% 79% 74% 77% 82% 85% 78% --
ANo. of analysts changing earn. est. in last 8 days: 0 up, 0 down, consensus 5-year earnings growth not available. BBased upon 3 analysts’ estimates. CBased upon 3 analysts’ estimates.

INDUSTRY: Water Utility

TOTAL SHAREHOLDER RETURN
Dividends plus appreciation as of 12/31/2010

3 Mos. 6 Mos. 1 Yr. 3 Yrs. 5 Yrs.

8.66% 23.65% 23.17% 23.82% 17.43%

W.T.

January 21, 2011

BUSINESS: The York Water Company engages in the
impounding, purification, and distribution of water in York
County and Adams County, Pennsylvania. The company
supplies water for residential, commercial, industrial, and
other customers. It has two reservoirs, Lake Williams,
which is 700 feet long and 58 feet high, and creates a
reservoir covering approximately 165 acres containing
about 870 million gallons of water; and Lake Redman,
which is 1,000 feet long and 52 feet high and creates a
reservoir covering approximately 290 acres containing
about 1.3 billion gallons of water. In addition, it possesses a
15-mile pipeline from the Susquehanna River to Lake
Redman that provides access to an additional supply of
water. In September, The York Water filed a settlement
petition of its pending rate case with the Pennsylvania
Public Utility Commission. The settlement, which is joined
in by all active parties, provides for an increase in annual
base rate revenues of $3,400,000. Has 111 employees.
C.E.O. & President: Jeffrey R. Hines. Inc.: PA. Address: 130
East Market Street, York, PA 17401. Tel.: (717) 845-3601.
Internet: http://www.yorkwater.com.

©2011 Value Line Publishing LLC. All rights reserved. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for subscriber’s own, non-commercial, internal use. No part
of it may be reproduced, resold, stored or transmitted in any printed, electronic or other form, or used for generating or marketing any printed or electronic publication, service or product.

To subscribe call 1-800-833-0046.
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1 2

April 1, 2011
Percentage of Percentage of

Institutional Individual
Holdings Holdings (1)

Proxy Group of Eight Water 
Companies
American States Water Co. 60.08 % 39.92 %
American Water Works Co., Inc. 83.84 16.16
Aqua America, Inc. 40.92 59.08
California Water Service Group 50.29 49.71
Connecticut Water Service, Inc. 32.13 67.87
Middlesex Water Company 38.80 61.20
SJW Corporation 47.04 52.96
York Water Company 24.47 75.53

Average 47.20 % 52.80 %

Notes:
(1) (1 - column 1).

Source of Information: pro.edgar-online.com, April 11, 2011

April 1, 2011

United Water Rhode Island, Inc.
Current Institutional Holdings and Individual Holdings

the Proxy Group of Eight Water Companies
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Line No.

1. Prospective Yield on Aaa Rated
   Corporate Bonds (1) 5.55              %

2. Adjustment to Reflect Yield Spread
   Between Aaa Rated Corporate
   Bonds and A Rated Public
   Utility Bonds 0.51              (2)

3. Adjusted Prospective Yield on A Rated
   Public Utility Bonds 6.06              %

4. Adjustment to Reflect Bond
    Rating Difference of Proxy Group 0.16              (3)

5. Adjusted Prospective Bond Yield 6.22              %

6. Equity Risk Premium (4) 4.39              
     

7.   Risk Premium Derived Common
      Equity Cost Rate 10.61            %

Notes:  (1) Derived in Note (4) on page 6 of this Schedule.
(2)

(3)

(4) From page 5 of this Schedule.

Adjustment to reflect the A3 Moody's bond rating of the proxy group 
of eight water companies as shown on page 2 of this Schedule.  The 
16 basis point adjustment is derived by taking 1/3 of the spread 
between  Baa2 and A2 Public Utility Bonds (1/3 * 0.47% = 0.16%).

Proxy Group of 
Eight Water 
Companies

The average yield spread of A rated public utility bonds over Aaa 
rated corporate bonds of 0.51% from page 4 of this Schedule.

United Water Rhode Island, Inc.
Indicated Common Equity Cost Rate

Through Use of a Risk Premium Model
Using an Adjusted Total Market Approach
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United Water Rhode Island, Inc. 

Numerical Assignment for 
Moody's and Standard & Poor's Bond Ratings 

and Standard & Poor’s Business and Financial Risk Profiles 
 

 
 
 
 
 

    Moody's      Numerical  Standard & Poor's 
 Bond Rating  Bond Weighting     Bond Rating 

 
Aaa  1 AAA 

 
Aa1  2 AA+ 
Aa2  3 AA 
Aa3  4 AA- 

 
A1  5 A+ 
A2  6 A 
A3  7 A- 

 
Baa1  8 BBB+ 
Baa2  9 BBB 
Baa3 10 BBB- 

 
Ba1 11 BB+ 
Ba2 12 BB 
Ba3 13 BB- 

                                                                                  
 
 
 
 

Standard & Poor’s 
 
 

  Business Numerical  Financial Numerical 
 Risk Profile Weighting Risk Profile Weighting 
 
 Excellent 1 Minimal 1 
 Strong 2 Modest 2 
 Satisfactory 3 Intermediate 3 
 Fair  4 Significant 4 
 Weak 5 Aggressive 5 
 Vulnerable 6 Highly Leveraged 6 
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Line
No.

1. Calculated equity risk
   premium based on the
   total market using
   the beta approach (1) 4.60 %

2. Mean equity risk premium 
   based on a study
   using the holding period
   returns of public utilities
   with A rated bonds (2) 4.17

3. Average equity risk premium 4.39 %

Notes:  (1) From page 6 of this Schedule.
(2) From page 8 of this Schedule.

United Water Rhode Island, Inc.
Judgment of Equity Risk Premium for

the Proxy Group of Eight Water Companies

Proxy Group of 
Eight Water 
Companies
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Line No.

1. Arithmetic mean total return rate on
   the Standard & Poor's 500 Composite
   Index - 1926-2010 (1) 11.90 %

2. Arithmetic mean yield on
Aaa and Aa Corporate Bonds
   1926-2010 (2) (6.10)

3. Historical Equity Risk Premium 5.80 %

4. Forecasted 3-5 year Total Annual
   Market Return (3) 12.34               %

5. Prospective Yield an Aaa Rated
   Corporate Bonds (4) (5.55)

6. Forecasted Equity Risk Premium 6.79 %

7. Conclusion of Equity Risk Premium (5) 6.30 %

8. Adjusted Value Line Beta (6) 0.73

9. Beta Adjusted Equity Risk Premium 4.60 %

Notes:  (1)

(2)

(3) From page 3 of Schedule PMA-10.

(4)

Second Quarter 2011 5.20 %
Third Quarter 2011 5.40

Fourth Quarter 2011 5.50
First Quarter 2012 5.60

Second Quarter 2012 5.70
Third Quarter 2012 5.90

Average 5.55 %

(5)

(6) From column 1 of page 2 of Schedule PMA-10.

The average of the historical equity risk premium of 5.80% from Line No. 3 and the 
forecasted equity risk premium of 6.50% from Line No. 6 ((5.80% + 6.50%) / 2 = 6.3%.

Ibbotson Associates 2011 Valuation Yearbook  - Market Results for 1926-2010,  
Morningstar, Inc., 2011 Chicago, IL.

From Moody's Industrial Manual and Mergent Bond Record Monthly Update.

Average forecast based upon six quarterly estimates of Aaa rated corporate bonds per 
the consensus of nearly 50 economists reported in Blue Chip Financial Forecasts 
dated April 1, 2011 (see page 7 of this Schedule).  The estimates are detailed below.

United Water Rhode Island, Inc.
Derivation of Equity Risk Premium Based on the Total Market Approach

Using the Beta for
the Proxy Group of Eight Water Companies

Proxy Group of 
Eight Water 
Companies
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2 � BLUE CHIP FINANCIAL FORECASTS � APRIL 1, 2011 

Consensus Forecasts Of U.S. Interest Rates And Key Assumptions1

-------------------------------------History----------------------------------------- Consensus Forecasts-Quarterly Avg. 
---------Average For Week End--------  ----Average For Month---- Latest Q* 2Q 3Q 4Q 1Q 2Q 3Q

Interest Rates Mar.18 Mar.11 Mar.4 Feb.25 Feb. Jan. Dec. 1Q 2011 2011 2011 2011 2012 2012 2012
Federal Funds Rate 0.14 0.15 0.15 0.15 0.16 0.17 0.19 0.16 0.2 0.2 0.3 0.5 0.9 1.3
Prime Rate 3.25 3.25 3.25 3.25 3.25 3.25 3.25 3.25 3.3 3.3 3.3 3.6 3.9 4.3
LIBOR, 3-mo. 0.31 0.31 0.31 0.31 0.31 0.30 0.29 0.31 0.3 0.4 0.5 0.8 1.1 1.5
Commercial Paper, 1-mo. 0.18 0.17 0.19 0.18 0.19 0.19 0.19 0.19 0.2 0.3 0.4 0.7 1.1 1.5
Treasury bill, 3-mo. 0.09 0.10 0.13 0.13 0.13 0.15 0.14 0.13 0.2 0.2 0.3 0.6 0.9 1.3
Treasury bill, 6-mo. 0.14 0.15 0.17 0.16 0.17 0.18 0.19 0.17 0.2 0.3 0.4 0.7 1.1 1.5
Treasury bill, 1 yr. 0.23 0.25 0.26 0.27 0.29 0.27 0.29 0.27 0.3 0.4 0.7 1.0 1.3 1.7
Treasury note, 2 yr. 0.61 0.68 0.70 0.73 0.77 0.61 0.62 0.68 0.8 1.0 1.2 1.5 1.8 2.2
Treasury note, 5 yr. 1.95 2.14 2.17 2.18 2.26 1.99 1.93 2.10 2.2 2.4 2.6 2.8 3.0 3.3
Treasury note, 10 yr. 3.29 3.46 3.47 3.46 3.58 3.39 3.29 3.45 3.5 3.7 3.9 4.0 4.2 4.4
Treasury note, 30 yr. 4.44 4.59 4.55 4.56 4.65 4.52 4.42 4.56 4.6 4.7 4.9 4.9 5.0 5.2
Corporate Aaa bond 5.07 5.17 5.14 5.17 5.22 5.04 5.02 5.13 5.2 5.4 5.5 5.6 5.7 5.9
Corporate Baa bond 5.98 6.08 6.05 6.06 6.15 6.09 6.10 6.09 6.2 6.3 6.5 6.6 6.7 6.8
State & Local bonds 4.86 4.91 4.90 4.95 5.15 5.28 4.92 5.11 5.1 5.2 5.3 5.4 5.4 5.5
Home mortgage rate 4.76 4.88 4.87 4.95 4.95 4.76 4.71 4.84 5.0 5.1 5.3 5.5 5.6 5.8

----------------------------------------History------------------------------------------- Consensus Forecasts-Quarterly
2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q* 2Q 3Q 4Q 1Q 2Q 3Q

Key Assumptions 2009 2009 2009 2010 2010 2010 2010 2011 2011 2011 2011 2012 2012 2012
Major Currency Index 79.6 76.4 72.8 74.8 77.6 75.9 73.0 71.0 71.9 72.1 72.4 72.5 73.1 73.5
Real GDP -0.7 1.6  5.0 3.7   1.7 2.6 3.1 3.1 3.3 3.4 3.4 3.1 3.2 3.2
GDP Price Index  0.3 0.7 -0.2 1.0   1.9 2.1 0.4 2.3 1.7 1.6 1.7 1.9 1.8 1.9
Consumer Price Index 1.9 3.7  2.7 1.3 -0.5 1.4 2.6 4.0 2.6 2.1 2.0 2.1 2.1 2.2
Forecasts for interest rates and the Federal Reserve’s Major Currency Index represent averages for the quarter. Forecasts for Real GDP, GDP Price Index and Consumer Price 
Index are seasonally-adjusted annual rates of change (saar). Individual panel members’ forecasts are on pages 4 through 9. Historical data for interest rates except LIBOR is from 
Federal Reserve Release (FRSR) H.15. LIBOR quotes available from The Wall Street Journal. Interest rate definitions are the same as those in FRSR H.15. Treasury yields are 
reported on a constant maturity basis. Historical data for the Fed’s Major Currency Index is from FRSR H.10 and G.5. Historical data for Real GDP and GDP Chained Price Index 
are from the Bureau of Economic Analysis (BEA). Consumer Price Index (CPI) history is from the Department of Labor’s Bureau of Labor Statistics (BLS). *Interest rate data for 
1Q 2011 based on historical data through the week ended March 18th. *Data for 1Q 2011 Major Currency Index also is based on data through week ended March 18th. Fig-
ures for 1Q 2011 Real GDP, GDP Chained Price Index and Consumer Price Index are consensus forecasts based on a special question asked of the panelists this month (see 
page 14).

U.S. Treasury Yield Curve
Week ended March 18, 2011 and Year Ago vs.
2Q 2011 and 3Q 2012 Consensus Forecasts
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Line No.

1.

Arithmetic Mean Holding Period Returns on 
the Standard & Poor's Utility Index 1926 - 
2009 (2): 10.76 %

2.
Arithmetic Mean Yield on Moody's A Rated 
Public Utility Yields 1926 - 2009 (6.59)

3. Equity Risk Premium 4.17 %

Notes:  
(1)

(2)

Using Holding Period Returns of Public Utilities

Over A Rated 
Moody's Public Utility 

Bonds - AUS 
Consultants Study 

(1)

S&P Public Utility Index and Moody's Public Utility Bond Average Annual 
Yields 1928-2009, (AUS Consultants - Utility Services, 2010).

Holding period returns are calculated based upon income received (dividends 
and interest) plus the relative change in the market value of a security over a 
one-year holding period.

United Water Rhode Island, Inc.
Derivation of Mean Equity Risk Premium Based on a Study
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Line No.
1.

10.02 %

2.
10.50 %

3. Conclusion 10.26 % 

Notes:  (1) From page 2 of this Schedule.

Empirical Capital Asset 
Pricing Model (1)

Proxy Group of 
Eight Water 
Companies

United Water Rhode Island, Inc.
Indicated Common Equity Cost Rate Through Use

of the Capital Asset Pricing Model
the Proxy Group of Eight Water Companies

Traditional Capital Asset 
Pricing Model (1)
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United Water Rhode Island, Inc.
Indicated Common Equity Cost Rate Through Use

of the Capital Asset Pricing Model

1 2 3

     Company-Specific        CAPM Result
Value Line         Risk Premium            Including
Adjusted       Based on Market            Risk-Free

Beta   Premium of 7.08% (1)     Rate of 4.88% (2)

Traditional Capital Asset Pricing Model (3)

Proxy Group of Eight Water Companies
American States Water Co. 0.80 5.66 % 10.54 %
American Water Works Co., Inc. 0.65 4.60 9.48
Aqua America, Inc. 0.65 4.60 9.48
California Water Service Group 0.70 4.96 9.84
Connecticut Water Service, Inc. 0.80 5.66 10.54
Middlesex Water Company 0.75 5.31 10.19
SJW Corporation 0.90 6.37 11.25
York Water Company 0.70 4.96 9.84

Average 10.15 %

Median 10.02 %

Empirical Capital Asset Pricing Model (4)

Proxy Group of Eight Water Companies
American States Water Co. 0.80 6.02 % 10.90 %
American Water Works Co., Inc. 0.65 5.22 10.10
Aqua America, Inc. 0.65 5.22 10.10
California Water Service Group 0.70 5.49 10.37
Connecticut Water Service, Inc. 0.80 6.02 10.90
Middlesex Water Company 0.75 5.75 10.63
SJW Corporation 0.90 6.55 11.43
York Water Company 0.70 5.49 10.37

Average 10.60 %

Median 10.50 %

See page 3 for notes.
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United Water Rhode Island, Inc. 

Development of the Market-Required Rate of Return on Common Equity Using 
the Capital Asset Pricing Model for 

the Proxy Group of Eight AUS Utility Reports Water Companies 
Adjusted to Reflect a Forecasted Risk-Free Rate and Market Return 

 
 
Notes: 
 
(1) For  reasons explained in Ms. Ahern’s accompanying direct testimony, from the thirteen weeks ending April 8, 

2011, Value Line Summary & Index, a forecasted 3-5 year total annual market return of 12.34% can be derived by 
averaging the thirteen weeks ended April 8, 2011 forecasted total 3-5 year total appreciation, converting it into an 
annual market appreciation and adding the Value Line average forecasted annual dividend yield.  

 
The 3-5 year average total market appreciation of 49% produces a four-year average annual return of 

10.48% ((1.49.25) - 1).  When the average annual forecasted dividend yield of 1.86% is added, a total average 
market return of 12.34% (1.86% + 10.48%) is derived.  

 
The thirteen week forecasted total market return of 12.34% minus the forecasted risk-free rate of 4.88% 

(developed in Note 2) is 7.46% (12.34% - 4.88%).  The Morningstar, Inc. (Ibbotson Associates) calculated market 
premium of 6.70% for the period 1926-2010 results from a total market return of 11.90% less the average income 
return on long-term U.S. Government Securities of 5.20% (11.90% - 5.20% = 6.70%).  This is then averaged with 
the 7.46% Value Line market premium resulting in a 7.08% market premium.  The 7.08% market premium is then 
multiplied by the beta in column 1 of page 2 of this Schedule. 

 
(2) The average forecast based upon six quarterly estimates of 30-year Treasury Note yields per the consensus of 

nearly 50 economists reported in the Blue Chip Financial Forecasts dated April 1, 2011 (see page 7 of Schedule 
PMA-8).  The estimates are detailed below: 

 
 
  30-Year 
  Treasury Note Yield  

                                 Second Quarter 2011  4.60 
                                 Third Quarter 2011  4.70 
   Fourth Quarter 2011  4.90 
                                 First Quarter 2012  4.90 
                                 Second Quarter 2012  5.00 
   Third Quarter 2012  5.20 
                                  

Average  4.88% 
                                                     
    
     
(3) The traditional Capital Asset Pricing Model (CAPM) is applied using the following formula: 
 

RS = RF + β (RM - RF) 
 

Where  RS = Return rate of common stock 
        RF = Risk Free Rate 
        β  = Value Line Adjusted Beta 
        RM = Return on the market as a whole 

 
(4) The empirical CAPM is applied using the following formula: 
 

RS = RF + .25 (RM  - RF ) + .75 β (RM  - RF ) 
 

Where  RS = Return rate of common stock 
        RF = Risk-Free Rate 
        β  = Value Line Adjusted Beta 
        RM = Return on the market as a whole 
 

 
Source of Information:  Value Line Summary & Index  
   Blue Chip Financial Forecasts, April 1, 2011 

                          Value Line Investment Survey, January 21, 2011 
   Standard Edition and Small and Mid-Cap Edition 

                         Ibbotson® SBBI® 2011 Valuation Yearbook – Market Results for 
   Stocks, Bonds, Bills, and Inflation – 1926 – 2010, Morningstar, Inc., 2011 Chicago, IL 
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United Water Rhode Island, Inc.
Comparable Earnings Analysis

for a Proxy Group of Eighty-Five Non-Utility Companies Comparable to the
Proxy Group of Eight Water Companies(1)

Rate of Return on Book Common 
Equity, Net Worth, or Partner's 

Capital
5-Year Projected (2)

Company Name

VL
Adjusted

Beta
Unadjusted

Beta

Residual
Standard 

Error
of the

Regression

Standard
Deviation of

Beta
5 Year

Projection
Student's T

Statistic

Alberto-Culver 0.60 0.38 2.9447 0.0621 13.50          % (0.4)                
ADTRAN, Inc. 0.85 0.74 3.7961 0.0784 14.50          (0.3)                
Gallagher (Arthur J.) 0.70 0.54 3.0490 0.0629 15.00          (0.2)                
Amgen 0.65 0.43 3.5693 0.0737 14.00          (0.3)                
Baxter Intl Inc. 0.65 0.44 2.9358 0.0606 27.00          1.3                  
Beckman Coulter 0.75 0.58 3.7224 0.0768 12.50          (0.5)                
BMC Software 0.85 0.73 3.0229 0.0624 17.50          0.1                  
Bristol-Myers Squibb 0.75 0.57 3.1127 0.0642 20.00          0.4                  
Brown & Brown 0.70 0.48 3.1156 0.0643 12.00          (0.6)                
CACI Intl 0.75 0.62 3.6203 0.0747 10.50          (0.8)                
Cephalon Inc. 0.70 0.50 3.7490 0.0774 13.00          (0.5)                
Capitol Fed. Finl 0.65 0.44 3.2656 0.0674 8.50            (1.0)                
Coca-Cola Bottling 0.70 0.52 3.8169 0.0788 20.00          0.4                  
Copart, Inc. 0.85 0.75 3.4338 0.0709 15.50          (0.2)                
CenturyLink Inc. 0.70 0.54 2.9791 0.0615 8.50            (1.0)                
CVS Caremark Corp. 0.80 0.66 3.0153 0.0622 11.00          (0.7)                
Quest Diagnostics 0.70 0.49 2.9741 0.0614 13.50          (0.4)                
DaVita Inc. 0.60 0.39 2.9628 0.0612 15.50          (0.2)                
EarthLink, Inc. 0.70 0.48 3.7388 0.0772 11.50          (0.7)                
Energy Transfer 0.80 0.68 3.0318 0.0626 18.50          0.2                  
Edwards Lifesciences 0.65 0.40 3.0481 0.0629 19.00          0.3                  
First Niagara Finl Group 0.85 0.71 3.6176 0.0747 7.00            (1.2)                
Forest Labs. 0.80 0.63 3.3086 0.0683 18.50          0.2                  
Gilead Sciences 0.70 0.47 3.5886 0.0741 36.50          (3) 2.5                  
G&K Services `A 0.85 0.70 3.7207 0.0768 8.00            (1.1)                
Global Payments 0.85 0.71 3.5545 0.0734 19.50          0.4                  
Gen-Probe 0.80 0.68 3.3369 0.0689 13.50          (0.4)                
Haemonetics Corp. 0.60 0.38 3.0326 0.0626 13.00          (0.5)                
Hasbro, Inc. 0.75 0.59 3.4132 0.0705 25.00          1.0                  
Hudson City Bancorp 0.80 0.67 3.1736 0.0655 11.00          (0.7)                
Hospira Inc. 0.70 0.52 3.6388 0.0751 22.50          0.7                  
Heartland Express 0.80 0.69 3.8092 0.0786 22.50          0.7                  
IAC/InterActiveCorp 0.70 0.47 3.2320 0.0755 4.00            (1.6)                
IDEXX Labs. 0.85 0.73 3.4541 0.0713 17.00          0.0                  
Intuit Inc. 0.85 0.76 3.1536 0.0651 21.00          0.5                  
Investors Bancorp 0.75 0.55 3.4197 0.0706 7.50            (1.2)                
J&J Snack Foods 0.70 0.49 3.4412 0.0710 13.00          (0.5)                
Kroger Co. 0.60 0.39 3.0187 0.0623 20.00          0.4                  
Lancaster Colony 0.75 0.56 3.3353 0.0688 17.50          0.1                  
Life Technologies 0.80 0.69 3.4701 0.0716 12.50          (0.5)                
Lincare Holdings 0.65 0.44 3.5440 0.0732 23.00          0.8                  
Mattel, Inc. 0.85 0.74 3.8096 0.0786 21.00          0.5                  
Matthews Intl 0.85 0.72 3.2770 0.0676 14.50          (0.3)                
McKesson Corp. 0.75 0.57 3.3442 0.0690 14.00          (0.3)                
Mercury General 0.70 0.52 2.9567 0.0610 9.50            (0.9)                
Medtronic, Inc. 0.80 0.67 3.5188 0.0726 16.00          (0.1)                
Medco Health Solutions 0.70 0.51 3.5319 0.0729 17.50          0.1                  
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United Water Rhode Island, Inc.
Comparable Earnings Analysis

for a Proxy Group of Eighty-Five Non-Utility Companies Comparable to the
Proxy Group of Eight Water Companies(1)

Rate of Return on Book Common 
Equity, Net Worth, or Partner's 

Capital
5-Year Projected (2)

Company Name

VL
Adjusted

Beta
Unadjusted

Beta

Residual
Standard 

Error
of the

Regression

Standard
Deviation of

Beta
5 Year

Projection
Student's T

Statistic

Markel Corp. 0.85 0.74 3.4288 0.0708 6.50            (1.3)                
Marsh & McLennan 0.75 0.59 2.9981 0.0619 16.00          (0.1)                
MAXIMUS Inc. 0.75 0.62 3.4728 0.0717 31.50          1.9                  
Merck & Co. 0.80 0.64 3.7413 0.0772 19.50          0.4                  
Microsoft Corp. 0.80 0.68 3.0743 0.0635 32.00          1.9                  
Annaly Capital Mgmt. 0.70 0.53 3.6919 0.0762 12.50          (0.5)                
Northwest Bancshares 0.80 0.62 3.3244 0.0686 7.00            (1.2)                
New York Community 0.85 0.71 3.6707 0.0758 11.00          (0.7)                
Owens & Minor 0.65 0.46 3.3797 0.0698 12.50          (0.5)                
OReilly Automotive 0.80 0.62 3.5701 0.0737 11.50          (0.7)                
Plains All Amer. Pipe. 0.85 0.72 3.5302 0.0729 11.00          (0.7)                
Peoples United Finl 0.65 0.40 3.0990 0.0640 5.00            (1.5)                
Ruddick Corp. 0.60 0.39 3.5204 0.0727 11.50          (0.7)                
Rollins, Inc. 0.80 0.65 3.0560 0.0631 35.50          (3) 2.4                  
Ross Stores 0.80 0.65 3.6058 0.0744 32.00          1.9                  
Sherwin-Williams 0.70 0.51 3.3866 0.0699 27.00          1.3                  
Smucker (J.M.) 0.70 0.48 3.0520 0.0630 10.50          (0.8)                
Sara Lee Corp. 0.80 0.66 3.2503 0.0671 46.00          (3) 3.7                  
Suburban Propane 0.75 0.58 2.9470 0.0608 25.00          1.0                  
Stericycle Inc. 0.65 0.46 3.1729 0.0655 15.00          (0.2)                
Safeway Inc. 0.70 0.49 3.1427 0.0649 18.00          0.2                  
Stryker Corp. 0.80 0.66 3.1615 0.0653 19.50          0.4                  
Molson Coors Brewing 0.60 0.35 3.5469 0.0732 8.50            (1.0)                
Teleflex Inc. 0.80 0.69 3.2786 0.0677 9.50            (0.9)                
TJX Companies 0.80 0.65 3.0480 0.0629 41.00          (3) 3.1                  
Universal Health Sv. `B 0.80 0.69 3.7278 0.0769 13.50          (0.4)                
Varian Medical Sys. 0.80 0.67 3.6705 0.0758 24.00          0.9                  
Walgreen Co. 0.75 0.61 3.2371 0.0668 17.50          0.1                  
Waters Corp. 0.85 0.73 3.7947 0.0783 22.50          0.7                  
WD-40 Co. 0.75 0.56 3.4945 0.0721 17.50          0.1                  
Weis Markets 0.65 0.45 3.0521 0.0630 9.50            (0.9)                
W.P. Carey & Co. LLC 0.85 0.75 3.5109 0.0725 15.00          (0.2)                
Watson Pharmac. 0.75 0.56 3.1513 0.0650 12.00          (0.6)                
Berkley (W.R.) 0.70 0.50 3.0820 0.0636 13.00          (0.5)                
West Pharmac. Svcs. 0.80 0.63 3.5242 0.0727 15.00          (0.2)                
World Wrestling Ent. 0.80 0.64 3.4439 0.0711 24.00          0.9                  
Wolverine World Wide 0.85 0.71 3.7234 0.0769 17.00          0.0                  
Alleghany Corp. 0.80 0.66 3.2303 0.0667 6.50            (1.3)                

Average 0.75 0.58 3.3576 0.0694

Average for the Proxy Group of
Eight Water Companies 0.74 0.55 3.3786 (4) 0.0707

Median (5) 15.00%

Conservative Median (6) 14.50%

See Page 3 for notes.
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United Water Rhode Island, Inc. 
Notes to Accompany the Comparable Earnings Analysis 

           
(1) The criteria for selection of the proxy group of eighty-five non-utility companies was that the non-utility 

companies be domestic and have a meaningful projected rate of return on book common equity, 
shareholders’ equity, net worth, or partners' capital  2013 – 2015 as reported in Value Line Investment 
Survey (Standard Edition).  The proxy group of eighty-five non-utility companies was selected based 
upon the proxy group of eight water companies’ unadjusted beta range of 0.34 – 0.76 and standard 
error of the regression range of 2.9334 - 3.8238.  These ranges are based upon plus or minus three 
standard deviations of the unadjusted beta and standard error of the regression as detailed in Ms. 
Ahern’s direct testimony. Plus or minus three standard deviations captures 99.73% of the distribution 
of unadjusted betas and standard errors of the regression. 
 

(2) 2013 – 2015 / 2014 – 2016. 
 

(3) The Student’s T-statistic associated with these returns exceeds 1.96 at the 95% level of confidence.  
Therefore, they have been excluded, as outliers, to arrive at proper projected returns as fully 
explained in Ms. Ahern’s testimony. 

 
(4) The standard deviation of the group of seven water companies’ standard error of the regression is 

0.1484. The standard deviation of the standard error of the regression is calculated as follows: 
 

Standard Deviation of the Std. Err. of the Regr.  =   Standard Error of the Regression 

                              N2   
 
where: N =  number of observations.  Since Value Line betas are derived from weekly price 

change observations over a period of five years, N  =   259 
 

Thus, 0.1484  =     3.3786    =         3.3786 

      518                22.7596 
 

(5) Median five year projected rate of return on book common equity, shareholder’s equity, net worth, or 
partners' capital including returns identified as outliers as outlined in Note (3) above. 
 
 

(6) Median five year projected rate of return on book common equity, shareholder’s equity, net worth, or 
partners' capital excluding returns identified as outliers as outlined in Note (3) above. 

 
 
 
Source of Information: Value Line, Inc., March 15, 2011 
   Value Line Investment Survey (Standard Edition) 
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